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TO    MY    FATHER 


PREFACE 

This  hock  presents  the  conclusions  forced  upon  the 
lathor  by  a  painstaking  study  of  the  railway  question 
extending  over  some  twelve  years.  That  study  began 
with  an  inquiry  into  the  results  of  State  industrial 
ventures  in  Australasia,  which  he  took  up  with  a 
strong  bias  in  favor  of  State  intervention  in  industry. 
.Vs  many  of  the  most  impressive  lessons  to  be  learned 
from  the  industrial  experiments  of  the  Australasian 
States  arc  connected  with  their  management  of  rail- 
ini\-s,  the  author  was  naturally  led  to  make  com- 
parisons with  the  railways  of  other  countries,  over 
which  the  various  governments  have  exercised  some 
measure  of  control.  The  net  result  has  been  the"", 
<iisclosure  of  such  overwhelming  proofs  of  the  evils 
of  State  direction  of  industr)',  or  interference  with  its 
r.atural  course,  that  he  has  become  firmlv  convinced 
of  the  unwisdom  of  government  regulation  of  rail- 
wa\-s  or  their  rates. 

The  book  appears  at  the  present  time  because  of 
ihc  possibility  that  Congress,  influenced  by  the  dis- 
content that  exists  in  some  sections  of  the  country 
because  of  the  friction  necessarily  incident  to  the 
t.'^nsaction  of  the  complicated  business  of  transporta- 
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tion,  may  be  led  to  enact  ill-considered  laws  granting 
;  dangerously  enlarged  power  to  the  Interstate  Com- 
i  merce  Commission.  In  the  discussion  of  this  radical 
departure  from  the  regime  of  individualism  and 
industrial  freedom  under  which  the  United  States 
has  attained  its  crowning  position  in  manufacture 
and  commerce,  too  little  attention  has  been  paid 
to  the  lessons  that  might  be  learned  from  the  ex- 
perience of  nations  which  have  adopted,  in  greater 
or  less  degree,  a  policy  of  government  control  of 
transportation. 

It  seems  imperative,  therefore,  that  attention  be 
called   to  the  effect  of  such  government  control 
abroad,  to  the  part  which  the  railroads  have  played 
in  the  industrial  development  of  this  country,  and 
particularly  to  the  attitude  of  the  Commission  upon 
questions  of  railroad  practice  which  are  of  funda- 
mental importance  in  the  shaping  of  our  industrial 
future.    A  fair  consideration  of  these  facts  and  of 
the  conditions  under  which  the  railroads  must  oper- 
ate to  secure  their  greatest  efficiency  compels  the  con- 
I  elusion  that,  whatever  evils  now  exist,  none  of  them 
■  are  at  all  commensurate  with  the  harm  which  must 
I  result  from  bestowing  the  power  to  fix  raUway  rates 
'  upon  the  Interstate  Commerce  Commission. 

Under  these  conditions  this  book  is  published  be- 
fore the  author  has  been  able  to  carry  out  his  plans 
for  securing  additional  information,  for  bringing  all 
statistics  down  to  date  and  for  a  more  careful  ax- 
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ningemrat  of  the  materials  already  at  hand.  Further 
delay  in  publication  might  have  made  the  book  more 
complete  in  detail  and  more  readable,  but  would  not 
hare  modified  the  conclusions.  The  usefulness  of 
the  book  must,  however,  depend  far  less  upon  form 
than  substance ;  and  the  author  hopes  that  the  facts 
here  presented  may  be  of  service  in  the  present  con- 
troversy. 

The  author  desires  to  make  acknowledgment  of 
indebtedness  to  The  Railway  Age  for  permission  to 
republish  the  chapters  dealing  with  the  experience 
of  Austria-Hungary,  Russia  and  Australia,  which 
appeared  originally  as  part  of  a  series  of  articles  in 
that  journal  between  July  lo  and  October  9,  1903, 
and  to  The  Railroad  Gazette  for  permission  to  include, 
in  much  extended  form,  an  article  on  "  Rate  Making 
by  Government,"  which  was  published  in  its  issue 
of  May  12,  1905. 
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INTRODUCTION 

The  problem  of  the  puUic  regulation  of  raflway 
ntes  is  threefold.  It  involves:  first,  the  question 
of  personal  discriminations  by  means  of  secret  de- 
partures from  the  published  rates;  secondly,  the 
question  of  the  reasonableness  of  rates  per  se;  and, 
kstly,  the  question  of  the  relative  reasonableness  of 
ntes.  Lack  of  space  compels  the  dismissal  of  the 
irai  and  second  questions  with  a  few  brief  statements. 

\s  to  personal  discrimination,  it  is  clear  that  to 
have  the  Federal  Government,  or  its  agent,  the  Inter- 
sLiie  Commerce  Commission,  exercise  the  power  to 
make  railway  rates,  would  in  no  way  prevent  secret 
rebates.  The  raQways  would  find  it  no  more  diffi- 
cult to  defMUt  secretly  from  rates  made  by  the  Gov- 
ernment, or  its  agent,  than  they  have  found  it  to 
depart  secretly  from  rates  made  by  themselves.  On 
the  other  hand,  the  railway  companies  would  often  be 
under  much  greater  pressure  to  depart  from  the 
riles  made  by  the  Government  than  they  would  be  to 
depart  from  those  made  by  themselves;  for  it  is  the 
rrrdict  of  all  experience  that  Governments  will  not, 
lati  cannot,  make  raflway  rates  that  will  meet  the 
Deeds    of    expanding    trade    and    industry.     Some 
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astounding  chapters  from  that  experience  will  be 
found  in  the  following  pages. 

The  second  problem,  that  of  the  reasonableness 
of  rates  per  sCy  has  all  but  disappeared  in  the  United 
States.  The  Annual  Report  for  1898  of  the  Inter- 
state Commerce  Commission  contains  the  statement : 
"  It  is  true,  as  often  asserted,  that  comparatively  few 
of  our  railway  rates  are  unreasonable  in  and  of  them- 
selves —  that  is,  without  reference  to  other  charges 
made  by  the  same  carrier,  or  to  those  of  other  car- 
riers. •  •  .  The  cases  are  exceedingly  rare  in  which 
unreasonableness  has  been  found  merely  from  the 
amount  of  the  rate  itself  as  laid  upon  the  particular 
traflBc  and  the  distance  it  was  carried."  In  March, 
1898,  the  Chairman  of  the  Interstate  Commerce  Com- 
mission testified  before  the  Senate  Committee  on 
Interstate  Commerce  that  the  question  of  excessive 
railroad  charges  —  "that  is  to  say,  railroad  charges 
which  in  and  of  themselves  are  extortionate  —  is 
pretty  much  an  obsolete  question."  It  is  true  that  a 
great  deal  has  been  made  of  the  increases  in  railway 
freight  charges  made  by  the  railway  companies  in 
1900  and  the  subsequent  years;  and  it  has  been  al- 
leged that  the  increase  in  the  average  receipts  per 
ton-mile  of  freight  carried,  from  0.724  cent  in  1899 
to  0.757  cent  in  1902,  and  to  0.763  cent  in  1903,  com- 
pels the  conclusion  that  there  is  danger  lest  the  re- 
cent consolidations  of  railways  result  in  extortionate 
charges.      President   Hadley,   of  Yale    University, 
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after  considering  the  evidence,  expressed  him- 
self upon  this  point  as  follows:*  ''It  is,  I  think, 
dear  that  the  tendency  for  creating  artificial  mo- 
nopolies in  railroad  business  (as  distinct  from  that 
inevitable  monopoly  which  is  due  to  the  needs  of 
concentrated  service)  has  not  been  so  great  as  in 
many  other  lines  of  industry  during  the  last  decade ; 
and  that  raihroad  monopoly  should,  under  these  cir- 
cumstances, not  be  treated  as  a  thing  repugnant  to 
general  business  usage,  but  as  a  part  of  the  indus- 
trial system  of  the  country.  ...  I  believe  also  that 
there  has  been  far  less  of  extortionate  profit  in  con- 
nectbn  with  railroad  monopoly  than  has  been  inci- 
dent to  most  other  kinds  of  industrial  combination. 
Willie  a  figure  of  $56o,cx»,cx»  of  net  earnings  for 
iqo2  or  of  $59o,cxx^,cxx^  for  1903  looks  large  when 
taken  by  itself,  it  must  be  remembered  that  these 
earnings  represent  an  income  on  an  investment  of 
more  than  $io.cxx^,cxx^,cxx^  of  capital.f  And  it  must 
be  remembered  that,  as  against  these  two  good  years, 

•  fUUtm  F.t'tmiHg  Transcrtpi,  April  I,  1 905;   reprinted  in  Hearingt 
*r^t  tki  C^mmUUe  0m  ImttrsiaU  Commerce^  I  'nittd  States  Senate,  May  9, 

^  la  a  fixytiioCc  Mr.  If  adley  addi :  **  The  nominal  figure  of  capital  itock 
mA  boofied  debt  for  the  ao6|ooo  miles  of  railroad  in  the  United  States  ii 
abi.«C  |i3.ooo,oocvooa  Very  considerable  parts  of  these  stocks  and  bonds 
arr.  kovrrer,  rerreieiited  by  unissued  securities  held  in  the  treasuries  of 
cc«f«AicA,  which  would  probably  reduce  the  figure  of  outstanding  capi* 
tBLsaSK<a  Co  a  point  between  |ii,ooo,ooo/xx)  and  |i2,ooo,ooo,cx)o.  How 
mikch  <4  this  last-named  amount  is  'water  is  a  matter  of  opinion,  on 
vtttcb  It  will  be  im^Mjssible  to  arrive  at  a  ilctinite  result.  Hut  taking  the 
*«.><.«' is  of  the  I'mtetl  States  as  we  see  them,  I  am  C(»nti(Icnt  that  it  would 
**  ,<i;!e  out  of  the  question  t«>  tluplicate  them  for  an  average  of  Jso.ocx)  a 
st.k  .  aJS'l  this  figure  applied  to  the  whole  system  would  represent  a  legiti- 
crj«i  i4  at  least  |io.joo,ocx>,ooo." 
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where  the  roads  have  earned  5.5  per  cent,  there  was 
a  whole  series  of  bad  years  from  1893  to  1898,  when 
they  were  earning  only  3.5  per  cent ;  and  that  these 
profits  represent  only  the  apparent  net  earnings  — 
not  the  sum  actually  paid  out  in  interest  and  divi- 
dends, which  is  considerably  smaller." 

"It  seems  also  clear  that  the  increase  in  average 
rates  is  apparent  only  and  not  real.  If  the  price  of 
goods  carried  and  wages  of  railroad  laborers  and  the 
cost  of  materials  of  railroad  construction  and  opera- 
tion have  increased  from  10  to  40  per  cent,  an  in- 
crease of  apparent  charge  of  5  per  cent  on  the  part 
of  the  railroads  is  virtually  a  tremendous  and  gratify- 
ing decrease.  .  .  ."  In  other  words,  Mr.  Hadley 
found  that,  as  a  whole,  the  increases  made  in  1900 
and  the  subsequent  years  come  clearly  within  the 
statement  made  in  the  Annual  Report,  for  1903,  of 
the  Interstate  Commerce  Commission:  "When  re- 
ductions in  railway  rates  have  been  made  on  account 
of  commercial  depression,  it  is  difficult  to  see  why 
corresponding  advances  may  not  properly  be  made 
with  the  return  of  business  prosperity." 

This  preliminary  discussion,  then,  may  be  sum- 
marized in  the  statements  that  the  evil  of  personal 
Police  Mtasures  discriminations  by  means  of  secret  re- 
are  required—  bates  Calls  for  such  police  regulations 
not  Government-  ^  are  Contained  in  the  so<aIled  Elkins 
law,  and  not  for  the  exercise  by  the 
Government  of  the  power  to  make  rates;  and  that 
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there  neither  has  been,  nor  is  now,  any  such  charging 
of  extortionate  rates  as  would  warrant  the  Govem- 
tncnt  in  assuming  the  power  to  prescribe  rates. 

Let  us  turn,  then,  to  our  subject  proper  —  the 
question  whether  the  Government  should  exercise 
the  power  to  prescribe  railway  rates,  for  the  purpose 
of  guaranteeing  the  relative  reasonableness  of  the 
rates  made  by  the  railways  leading  from  rival  pro- 
ducing and  distributing  centres  to  common  markets 
ind  to  rival  markets.  To  this  question  the  answer 
of  all  experience  is :  Every  effective  effort  to  regulate 
nulway  rates  in  general  will  arrest  the  decline  of 
rates,  by  producing  a  dead-lock  of  conflicting  sec- 
tional interests,  will  prevent  the  railways  from  de- 
vebping  a  volume  of  traffic  sufficiently  large  to  justify 
the  maintenance  or  the  building  of  railways  of  the 
highest  attainable  efficiency,  will  check  the  develop- 
ment of  the  resources  of  the  country  and  will  demoral- 
ize the  politics  of  the  country. 

It  may  be  objected  that  we  have  had  in  this  coun- 
try much  regulation  of  railway  rates,  by  State  Com- 
missions as  well  as  by  a  Federal  Commission,  and 
that  none  of  these  evil  results  have  appeared.  The 
reply  is  that  the  Constitution  of  the  United  States 
and  the  Supreme  Court  of  the  United  States  have 
thus  far  protected  us  from  what  would  have  become 
disastrous  regulation  by  State  legislatures,  State  rail- 
njad  commissions  and  the  Interstate  Commerce 
Commission.     Very  nearly  every   State   legislature 
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and  State  railroad  conunission  that  has  pursued  an 
aggressive  policy  has  proceeded  all  but  exclusively 
on  these  two  considerations :  that  rates  must  be  ad- 
justed on  the  basis  of  the  distance  tariff,  and  that 
the  trade  and  industry  of  its  State  must  be  protected 
against  competition  from  the  trade  and  industry 
of  other  States.  That  the  results  have  not  been 
so  disastrous  as  to  become  apparent  to  all,  is 
due  to  the  fact  that  the  Federal  Constitution 
limits  the  activity  of  State  legislatures  and  State 
commissions  to  intra-State  traffic.  The  Inter- 
state Commerce  Commission  has  condemned  nearly 
every  one  of  the  rate  practices  by  which  the  rail- 
ways have  knit  our  vast  territory  into  the  most 
compact  trading  body  in  the  world  and  have  forced 
the  development  of  our  resources,  until  our  country 
has  become  to  Europe  a  source  of  wonder  and 
despair. 

In  Continental  Europe  the  regulation  of  railway 
rates  by  public  authority  has  reduced  the  rail- 
7ie  Railways  Way  manager  largely  to  a  man  who 
pur  Greatest  Prty  sits  in  his  office  and  orders  his 
m^erso/Trad*  subordinates  to  run  trains  back  and 
forth.  In  America  the  absence  of  restriction  upon 
the  railway  manager  —  beyond  that  imposed  by 
the  common  law  —  has  allowed  the  American  railway 
manager  to  become  the  most  powerful  single  factor 
in  our  national  life  for  the  discovery  and  the  develop- 
ment of  the  resources  of  our  country,  and  the  pro- 
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Dodoo  of  trade  and  industry.    To  promote  the 
settlement  of  vast  stretches  of  unoccupied  lands, 
aod  to  find  ever  new  resources  to  develop  within 
the  territory  already  occupied,  has  for  half  a  cen- 
tury been  the  main  business  of  the  American  railway 
manager.    The  imagination  displayed  by  the  Ameri- 
can railway  mapager  in  discovering  potentialities 
I     of  industry  and  trade,  and  in  converting  those  poten- 
tialities into  actualities,  has  been  equal  to  the  highest 
flights  of  imagination  of  the  great  inventors  and  sci- 
entists ;  while  the  boldness  with  which  he  has  sought 
to  realize  his  'Visions"  has  rivalled  that  of  the  great 
soldiers  and  statesmen.    And  this  American  railway 
manager,  who,  though  holding  no  public  office,  has 
been  a  builder  of  empires,  the  Interstate  Commerce 
Commission  would  confine  to  the  mechanical  task 
A  running  trains  back  and  forth  for  the  purpose  of 
cirrying  such  freight  as  can  be  moved  under  a  system 
oc  railway  rates  that  takes  no  cognizance  of  "com- 
i      nercial  considerations."    For  his  guidance  it  would 
'      <t  up  the  monstrous  doctrine  that  to  every  producer 
1     nci    trader    must    be    conserved    the    advantages 
J       accruing  to  him  by  virtue  of  his  geographical  posi- 
tion *'  —  in  other  words,  the  doctrine  that  no  pro- 
j     ijcer  or  trader  may  be  relieved  of  the  disability 
^ndcr  which  he  labored  by  virtue  of  his  geographical 
>isition  in  the  days  before  the  railroad  had  annihi- 
*      litcd  distance. 
I         The  Supreme  Court  of  the  United  States,  however, 
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construing  the  Act  to  Regulate  Commerce  in  ac- 
wi^thMSupnmt  conlance  "with  the  genius  of  our  in- 
Court  has  over-  stitutions,"  has  held  that  that  act  was 
niUdthtCem-  enacted  "to  promote  and  facilitate 
"^"^  commerce,  not  to  hamper  or  destroy 

it,"  and  therefore  has  overruled  the  Interstate  Com- 
merce Commission,  time  and  agaiii,  on  questions  of 
law,  as  well  as  on  questions  of  fact.  The  Interstate 
Commerce  Commission  has  construed  the  Act  to 
Regulate  Commerce,  and  has  we^hed  the  evidence 
on  which  have  turned  questions  of  fact,  not  in  ac- 
cordance with  the  established  law  of  this  country,  or 
with  the  spirit  of  its  institutions,  but  in  accordance 
with  what,  in  its  Annual  Reports  to  the  Senate  and  the 
House  of  Representatives,  it  has  been  pleased  to  call 
"theories  of  social  prc^ess."  For  these  "theories 
of  social  progress"  the  Supreme  Court  could  find 
no  warrant  either  in  the  letter  of  the  law  or  in  the 
spirit  of  our  institutions.  Therefore  it  has  overruled 
the  Interstate  Commerce  Commission  on  questions 
of  law,  as  well  as  on  questions  of  fact ;  and  therefore, 
also,  it  has  not  hesitated  to  add  its  emphatic  disap- 
proval of  the  public  policy  underlying  "the  theories 
of  social  progress"  which  the  Interstate  Commerce' 
Commission  had  sought  to  make  into  the  law  of 
our  country,  by  assuming  that  Congress  had  con- 
ferred upon  it  the  legislative  power  to  make  railway 
rates  —  that  is,  the  power  not  only  to  judge  the  facts 
in  accordance  with  the  established  law,  but  also  to 
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make  and  to  change  that  law  in  accordance  with 
such  **  theories  of  social  progress"  as  it  has  evolved 
from  time  to  time. 

The  construction  which  the  Supreme  Court  of  the 
United  States  has  put  upon  the  Act  to  Regulate  Com- 
merce is  that,  '*  subject  to  the  two  leading  prohibitions 
that  their  charges  shall  not  be  unjust  or  unreasonable, 
ind  that  they  shall  not  unjustly  discriminate  so  as  to 
give  undue  preference  or  disadvantage  to  persons  or 
traffic  similarly  circumstanced,  the  act  to  regulate 
commerce  leaves  common  carriers,  as  they  were  at 
the  common  law,  free  to  make  special  rates  looking  to 
the  increase  of  their  business,  to  classify  their  traffic, 
to  adjust  and  apportion  their  rates  so  as  to  meet  the 
necessities  of  commerce  and  of  their  own  situation 
and  relation  to  it,  and  generally  to  manage  their  im- 
portant interests  upon  the  same  principles  which  are 
regarded  as  sound,  and  are  generally  adopted,  in  other 
trades  and  pursuits.  The  carriers  are  better  quali- 
fied to  adjust  such  matters  than  any  court  or  board  of 
public  administration;  and,  within  the  limitations 
suggested,  it  is  safe  and  wise  to  leave  to  their  traffic 
managers  the  adjusting  of  dissimilar  circumstances 
and  conditions  to  their  business.'' 

•*The  last  sentence  in  this  extract  is  objected  to  by 
the  Commission's  counsel,  as  declaring  that  the  deter- 
mination of  the  extent  to  which  cliscrimination  is 
justified  by  circumstances  and  conditions  should  be 
left  to  the  carriers.     If  so  read,  wc  should  not  be 
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ready  to  adopt  or  approve  such  a  position.  But  we 
understand  the  statement,  read  in  the  connection  in 
which  it  occurs,  to  mean  only  that,  when  once  a  sub- 
stantial dissimilarity  of  circumstances  and  conditions 
has  been  made  to  appear,  the  carriers  are,  from  the 
nature  of  the  question,  better  fitted  to  adjust  their 
rates  to  suit  such  dissimilarity  of  circumstances  and 
conditions  than  courts  or  commissions;  and  when 
we  consider  the  difficulty,  the  practical  impossibihty 
of  a  court  or  a  commission  taking  into  view  the  vari- 
ous and  continually  changing  facts  that  bear  upon 
the  question,  and  intelligently  regulating  rates  and 
chaises  accordingly,  the  observation  objected  to  is 
manifestly  just.  But  it  does  not  mean  that  the 
action  of  the  carriers,  in  fixing  and  adjusting  the 
rates,  in  such  instances,  is  not  subject  to  revision  by 
the  Commission  and  the  courts,  when  it  is  charged 
that  such  action  has  resulted  in  rates  unjust  or  un- 
reasonable, or  in  unjust  discriminations  and  prefer- 
ences."* 

It  is  the  purpose  of  this  book  to  set  forth  the  facts 
that  have  led  the  author  to  the  conclusion  that  the 
Government  can  regulate  railway  rates  in  such 
manner  as  to  conserve  and  promote  the  public 
welfare  only  in  so  far  as  it  shall  regulate  these  rates 
in  the  spirit  of  the  foregoing  quotation  from  the  de- 
cision of  the  Supreme  Court  of  the  United  States,  in 
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Interstate  Commerce  Commission  v.  Alabama  Mid- 
land  Railway  Co.  For  the  purpose  of  regulating  the 
raOway  rates  in  that  spirit,  it  is  not  necessary  that  the 
Government,  either  in  its  own  person  or  in  the  person 
of  its  agent,  the  Interstate  Commerce  Commission, 
should  exercise  the  power  to  fix  a  railway  rate  or 
railway  rates. 
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GERMANY,  FRANCE,  AUSTRIA-HUNGARY, 
THE  DANUBIAN  PRINCIPALITIES,  RUS- 
SIA AND  VICTORIA  AND  NEW  SOUTH 
WALES,  AUSTRALIA 


CHAPTER  I 

THE  CONFUCT  OF  LOCAL  INTERESTS 

One  of  the  principal  reasons  that  led  the  Prussian 
I  >it;t.  in  1879,  to  accept  the  Government's  proposal  to 
enter  u(X)n  the  policy  of  acquiring  by  purchase  or 
by  lease  the  private  railways  situated  in  Prussian  ter- 
riti  >r>\  was  public  dissatisfaction  with  the  discrimina- 
tions in  rales  which  the  railways  made  in  favor  of 
•A  hat  werc  called  competitive  points.  Very  likely 
<n-nnan  public  opinion  underestimated  the  part 
playefl  by  water  transportation  in  the  development 
'  f  competitive  points  and  exaggerated  the  part  pl^^ed 
•  y  the  railways.  However  that  may  be,  it  was  gen- 
c  rally  Ix'lieved  that  the  public  ownership  and  man- 
:ijiment  of  the  railways,  supplemented  by  the 
-r.ifiirm  classification  and  the  common  scheme  of 
'  harires  adopted  two  years  before  by  all  German 
railways  (ijoth  state  and  private),  would  aflord  a 
A  ay  out  of  the  evil,  as  it  was  regarded,  of  local  dis- 
« riniinalion. 

The  scheme  of  charges  adopted  in  1877  imix>sed 
i  ti-rminal  charge  for  loading  and  unloading,  com- 
i  4ni-d  with  a  haulage  charge  of  a  fixed  sum  [kt  ton- 
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mile.  For  example,  upon  the  Prussian  State  railways, 
articles  in  the  "special  tarifF  III"  class,  raw  mate- 
rials mainly,  paid  (and  still  pay)  a  terminal  char^ 
plus  a  haulage  charge  of  0.9  cent  per  ton-mile  for 
distances  up  to  100  kilometres,  or  62.5  miles,  and 
0.761  cent  for  every  mile  beyond  that  limit. 

The  difficulty  with  schemes  of  this  kind  is  to  adjust 
properly  the  unit  for  the  haulage  charge.  If  that 
unit  is  fixed  high  enough  to  make  the  short-distan<« 
TTu  imMtrent  De-  traffic  ptofitaWe  to  the  railway,  it 
feet  of  iHaance  will  in  all  likelihood  be  so  high  as 
Tariff!  ^^  check  the  development  of  long- 

distance traffic.  If,  on  the  other  hand,  the  unit  is 
made  low  enough  to  fit  the  requirements  of  the  long- 
distance traffic,  it  will  probably  be  so  low  as  to  render 
the  short-distance  traffic  unremunerative.  France 
and  some  other  countries  have  met  this  difficulty 
with  partial  success  by  lowering  the  unit  per  ton- 
mile  as  the  distance  increases.*  But  these  tapering 
rates  were  not  adopted  when  the  Prussian  and  other 
German  railways  established  their  common  scheme 
of  charges,  and  to-day  in  Prussia  their  introduction 
is  opposed  by  two  powerful  forces.    One  of  these  is 
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tbt  Prussian  Government's  fear  of  temporary  or  per- 
stanent  loss  of  revenue;  the  other,  the  jealousy  of 
the  sectional  interests  and  trade  interests  that  are 
ooDccmed  about  the  preservation  of  the  established 
course  of  trade  and  industry,  and  are  anxious  to  pre- 
rent  that  increase  of  competition  between  rival 
producing  and  distributing  centres  which  would 
inoitably  come  about  with  the  development  of 
kng-distance  traffic. 

The  nature  and  effect  of  this  conflict  of  local 
interests  is  iUustrated  by  the  history  of  railway  rates 
on  grain,  on  beet  sugar  and  on  iron  ores.    In  1888 

the  agricultural  interests  of  eastern 
ImjGrsim  Raits   P^u^sia  petitioned  the    Government 

to  reduce  by  66  per  cent  the  haulage 
charges  on  grain,  which  had  remained  unchanged, 
^ince  1877,  at  1.557  cents  per  ton-mile.*  The 
prtilion  was  denied,  on  the  ground  that  the  reduc- 
tion would  constitute  an  inequitable  departure 
fnwn  the  scheme  of  uniform  rates,  since  it  would 
benefit  the  landholders  of  eastern  Prussia  at  the 
ttpense  of  those  of  central  and  western  Prus- 
sia, whose  markets  would  thus  be  opened  to  east- 
cm  grain. t  In  1891,  nevertheless,  extended  crop 
failures  induced  the  Prussian  Government  to  lower 
t.hr  rates  on  grain,  in  the  interest  of  the  mining  and 


*  The  German  pfcnniK'p«r-nietnc>toii>knometre  fUtiiticsareconTerted 
era:  prf  «h«>rt- tun -mile  tUtUticft  by  multtplicmtion  by  0.^6. 
t  H.  nt%!tmr\kM.  \  Dii  Reform  der  Eisgnhmimfduteriari/t, 
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factory  population  of  the  Rhine  Provinces.  The 
haulage  chaises  were  lowered  to  1.038  cents  per  ton- 
mile  for  that  part  of  the  haul  comprised  between 
135  miles  and  187  miles,  and  to  0.692  cent  for  that 
part  of  the  haul  which  exceeded  187  miles.  The 
amount  of  grain  shipped  upward  of  135  miles 
thereupon  rose  in  proportion  to  the  total  amount 
shipped,  from  10  per  cent  in  1890-91  to  13.4  per 
cent  in  1891-92,  and  to  20  per  cent  in  1892-93.  For 
flour  the  corresponding  figures  were  17  per  cent  in 
1890-91,  20  per  cent  in  1891-92  and  28  per  cent 
in  1892-93.*  The  Government  of  Saxony  (a  state 
situated  halfway  between  the  grain-growing  regions 
of  eastern  Prussia  and  the  Rhine  Provinces  of 
Prussia)  immediately  protested  that  the  farmers 
and  millers  of  Saxony  had  a  natural  right  to  supply 
the  Saxon  demand  for  grain  and  flour,  and  that 
they,  therefore,  should  not  be  exposed  to  competi- 
tion from  Prussian  fanners  and  millers.  The  states 
of  Bavaria,  Wuertemberg  and  Baden  also  lodged 
similar  complaints  on  behalf  of  their  farmers  and 
millers.  The  millers  of  Duisburg,  Mannheim  and 
other  points  on  the  Rhine  said  that  at  the  risk  of 
their  capital  they  had  built  up  a  great  business  in 
importing  grain  from  the  United  States,  Argentina 
and  Russia  and  converting  it  into  flour  for  the  min- 
ing and  factory  population  of  Rhenish  Prussia; 
that  they  had  a  natural  right  to  the  trade  of  Rhenish 

*  Zfiiung  dts  Virtim  DitOtchtr  £.ittniakiteerwatitmpH,  July  5,  1893. 
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Pnissia  and  must  not  be  made  to  suffer  competi- 
tioa  from  the  millers  of  eastern  Prussia.  Finally, 
the  governments  of  Saxony,  Baden,  Wuertemberg 
ind  Bavaria  having  notified  the  Prussian  Govem- 
tnent  that  their  representatives  in  the  Reichstag  and 
Bundcsrat  would  not  vote  for  the  Imperial  bill 
lutbcxizing  a  commercial  treaty  with  Russia  unless 
the  tapering  rates  on  grain  should  be  discontinued, 
m  April,  1894,  the  old  rates  of  1.557  cents  per  ton- 
mile  (to  go  into  effect  September  i)  were  restored.* 
A  few  days  after  this  event,  at  a  session  of  the  Com- 
mittee of  the  Prussian  Diet  appointed  to  report 
upon  the  Government's  canal  bill,  Mr.  von  Thielen, 
Minister  of  Public  Works,  said  that  politically  and 
ttrinomicallv  the  West  had  made  a  mistake  in  insist- 
ZiZ  upon  the  repeal  of  the  tapering  rates  on  grain. 
And  there  have  been  numerous  other  official  acknowl- 
cd^Ktits  that  the  repeal  of  the  tapering  rates  on 
min  was  the  price  paid  for  the  votes  required  to 
pass  the  bill  authorizing  the  commercial  treaty  with 
Russia. 


•  Zntum£  det  I  'ereimi  Drmtuker  F.iitnhaknvtrwcltungen^  February  1 5 
•»!  21.  lS>4;  I  December  16,  \^^^\  March  1,  1899;  Jahrbu(k  futr 
.'^uf:^*Mm£,  I'tr-UHtiimng  und  Volkswirthschaft^  i8<>9,  p.  385;  G. 
«r^  ft  l^rr  lytutukt  Aussenhandtl ;  H.  Hailcr:  StuJten  uther  den 
armr^.tr*  ii^0t'  Gtirndekandel  lit  den  Jahren  iSSo-<^^  insbefcndere  ueher 
tr%  } tmMmxi  dtr  Stajfeitarxfe  und  der  Aufhehung  des  Identxtaetinaik- 
■rt-rf-i .  aftd  Mr.  Brac»ickc  in  /.ett^ckrift  fuer  Htnnenuhiffakrt,  I901, 
".f*  ;  «  f.  K.  «^un  Fvnrrn  :  /.•uuittztj^  Jahre  Kanalkaempfe.  Ein  Bcitrag 
iiT  '/"^  b»  h!''  'lr»  liculvhcn  I'artciucscn*. 

Mr  «.  a  F  vnrrn  wat  chairman  ^^i  the  committee  of  the  IVuvsian  Houte 
^  (r^c«c&t&inc»  a('(*sMntC(l  tu  report  upon  the  canal  bilU  of  1899  and 
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In  May,  1895,  Mr.  von  Thielen  stated  in  the 
National  Railway  Council  that  under  existing  rail- 
way tarifFs  125  miles  appeared  to  be  the  TnaYiTnnm 
distance  that  grain  for  domestic  consumption  could 
be  transported  by  rail.*  This  means  that  in  Ger- 
many grain  and  other  farm  products  for  domestic 
consumption  can  reach  distant  markets  only  when 
they  can  be  sent  by  water.  From  the  place  of  pro- 
duction they  are  carried,  generally  by  rail,  to  the 
nearest  waterway ;  and  at  the  end  of  the  journey  by 
water  are  again  transshipped  to  the  railway.  Often- 
times such  freight  passes  from  some  river  to  the  sea 
and  then  back  to  some  other  river,  the  cost  of  the 
successive  transshipments  constituting  a  large  part 
of  the  total  cost  of  transportation.f  For  example, 
grain  raised  in  eastern  Prussia  may  go  to  Danzig 
by  combined  rail  and  water  route,  thence  by  sea  to 
Rotterdam,  thence  by  river  vessel  up  the  Rhine  to 
Ruhrort,  and  thence  by  rail  to  the  centre  of  the 
Ruhr  district.  The  cost  from  Danzig  will  be  11.50 
marks  per  ton;  the  cost  of  an  all-rail  shipment 
would  be  44  marks.  Again,  grain  may  go  in  300- 
ton  vessels  from  Bromberg,  in  Posen,  by  way  of 
the  rivers  Netze,  Warthe,  Oder,  Havel,  Spree  and 
Elbe  to  Hamburg,  thence  by  sea  to  Rotterdam,  and 
thence  by  river  and  rail  to  the  heart  of  the  Ruhr 


•  G.  Zoepfl !  Dit  Eittnhaknlari^liHk,  besonder*  im  HoUverkehr. 
t  Ztitmng  dti    Vertim  Dtutid^r  EiitiiiakmurvaJtui^H,   Jialj   30, 
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district,  at  a  cost  of  15.80  marks  as  against  a  cost 
of  38.30  for  the  direct  all-rail  shipment.* 

The  iron  and  steel  producing  region,  known  as 
the  Ruhr  district,  lying  immediately  to  the  east  of 
the  Rhine  and  north  of  Cologne,  between  the  rivers 
Ruhr,  Emscher  and  Lippe,  has  a  population  of 
about  two  and  one-half  millions,  and  is,  therefore, 
in  important  market  for  grain  and  flour.  In  1899 
the  leading  agricultural  regions  of  Pomerania, 
East  and  West  Prussia  and  Posen  sent  by  rail  into 
thr  Ruhr  district  100  metric  tons  of  grain  and  500 
tons  of  flour.  Whatever  other  grain  and  flour  these 
rr^ions  sold  to  the  Ruhr  district  was  shipped,  as 
ilrcady  indicated,  by  way  of  Danzig,  the  Baltic,  the 
North  Sea  and  the  Rhine,  or  by  way  of  the  Warthe, 
Oder,  Elbe,  North  Sea  and  the  Rhine.  The  total 
trzin  and  flour  carried  into  the  Ruhr  district  dur- 
T4:  this  year  from  eastern  Germany,  Russia,  South 
America  and  the  United  States,  by  way  of  the  Rhine, 
amounted  to  693,000  tons.  By  rail  there  was  car- 
ried into  this  dbtrict  only  a  total  of  150,000  tons  of 
zrain  and  flour,  and  this  almost  altogether  from  the 
near-by  districts  of  Rhenish  Prussia,  Westphalia 
ind  Hannover.f 

•  ^vwpbcr :   Du  IVirAsfkaftlick^  Btdeutung  det  Rktim-FIht-Kanmb, 

*  Sjmntiik  drr  GmHrrhexvt^nr  auf  Deuisckem  EisernKthmeH,  1 899,  and 

/So 


Tv  Btmmrmuktf^krt  im  Jakre  tSQg^  Siatittik  des  Dtutstken  K ticks,  Neue 
\  #^,  VcL  131.  Compare  abo,  Srmphcr :  Die  IVirtkschaflliik^  Hedeutung 
*-  /irt«i  Fi^'A'mmaJs :  2  Toluincs  ao  markt.  Not  a  puMic  document, 
'«  Nivd  vtth  the  coiuent  of  the  Nf  inister  of  Public  Workt.  The  author 
•  fi^m^sMk  in  the  Depftrtmeot  of  Public  Works,  and  had  charge  of  the 
itlktx^m  o4  the  d»lm  «poo  whkh  the  recent  canal  bills  were  baaed.    Di4 
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On  grain  and  flour  the  chaise  by  rail  from  Rot- 
terdam to  the  Ruhr  district,  134  miles,  is  7.50  marks; 
by  way  of  the  Rhine  it  is  2  marks.  From  Rotter- 
dam to  Mannheim,  313  miles,  the  charge  by  rail  is 
18.40  marks;  by  way  of  the  Rhine  it  is  4  marks. 
In  1896  wheat  was  carried  to  Mannheim  by  water 
from  Braila,  Roumania,  for  25  marks  per  metric 
ton;  from  Nikolojew,  Russia,  for  19  marks;  from 
Buenos  Ayres  for  25  marks;  and  from  New  York 
for  15  marks.  At  the  same  time  an  all-rail  ship- 
ment to  Mannheim  would  have  cost  from  Munich 
17.60  marks;  from  Berlin  30  marks;  and  from 
Koenigsberg  56.30  marks.* 

It  is,  therefore,  not  surprising  that  in  this  condi- 
tion of  affairs  Mr.  von  Thielen  should  open  the 
debate  upon  the  Government's  canal  bill  in  iSgg 
with  the  statement  that  for  many  purposes  of  trade 
eastern  Germany  and  Rhenish  Prussia  were  farther 
apart  than  Germany  and  New  York  or  Germany 
and  Buenos  Ayres.  He  might  have  added  that, 
when  the  experimental  tapering  rates  on  grain  for 
domestic  consumption  were  withdrawn  in  1894,  an 
export  bounty  on  grain  of  about  35  marks  per  metric 
ton  was  established,  by  way  of  compensation  to 
the  eastern  landowners  ;t   that  in  1895  the  haulage 

IVasierieitthschafilieie  Vorlage,  by  the  Mme  author,  costs  hot  a  mark  and 
a  half,  and  gives,  within  the  compass  of  150  pages,  a  good  account  of  the 
traffic  on  Ihe  German  waterways. 

•  Symphet:   Dit    Wirlksthaftlkkt   Bedttitung,  etc.;    P.   Moht:   ZHt 
EntaicktIuHg  dts  Crosiielriebs  in  dir  Gclrcidtmuellirti  Dculschlands. 
t  Conrad  I  Handwttrterbueh  dtr  Staatswiisiitseha/Un .-  article  Jdtitti' 


THE  CONFUCT  OF  LOCAL  INTERESTS 


11 


charges  on  grain  for  export  were  reduced  to  0.495 
cent  per  ton-mile  for  that  part  of  the  haul  exceed- 
ing 62.5  mOes;  and  that,  since  1895,  Germany  had 
Afforded  the  curious  spectacle  of  exporting  each  year 
{rem  its  eastern  provinces  to  Norway,  Sweden  and 
England  several  hundred  thousand  tons  of  bounty- 
fed  wheat  and  rye,  while  importing  at  the  same  time 
into  Rhenish  Prussia,  over  a  protective  tariff  of  35 
marks  per  ton,  about  2,700,000  tons  of  wheat  and 
rre  grown  in  Russia  and  in  North  and  South  Amer- 

It  was  not  until  1901  that  the  old  rate  of  1878  on 
raw  beet  sugar  of  1557  cents  per  ton-mile,  exclu- 
sive of  terminal  charges,   was  reduced.     Between 

1880  and  1899  ^he  Magdeburg  (Elbe 
[McmrF^  ^^  district)  pricc  of  raw  sugar  fell  from 

660  marks  per  metric  ton  to  220 
narks.  In  May,  1896,  when  the  price  of  raw 
suear  stood  at  201.50  marks  per  ton,  the  Imperial 


'.i:^'  y^kwtii  :  and  H.  Hailer :  StuJien  utbtr  den  Dtutseken  Brpi-CetreiJe^ 


*  i'sikrmtrgks€k4i/tluke  CkrcniM  fuer  das  Jahr  /goo,  reprinted  from 
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Reichstag  raised  the  export  bounty  on  sugar  from 
12.50  marks  per  ton  to  25  marks;  and  in  order  to 
provide  the  means  for  the  payment  of  the  bounty, 
it  raised  the  tax  on  the  domestic  consumption  of 
sugar  from  1.95  cents  per  poimd  to  2.16  cents.  The 
Government  stated  at  the  time  that  the  cost  of  pro- 
duction of  beet  sugar  was  230  to  240  marks  per 
metric  ton,  and  that  it  would  not  be  possible  to 
reduce  that  cost  materially  by  further  economies 
in  production.  In  February,  1898,  Privy  Govern- 
ment-Councillor Professor  Maerker  declared  in  the 
session  of  the  Deutscher  Landwirtkschajtsrat  that 
the  growth  of  the  manufacture  of  beet  sugar  (apart, 
of  course,  from  bounty  stimulation)  had  become 
entirely  a  question  of  the  cost  of  the  transportation 
of  the  raw  materials  and  the  finished  product. 

Meanwhile,  in  1893,  the  sugar  manufacturers  of 
the  Prussian  province  of  Silesia  asked  the  Prussian 
Government  to  reduce  railway  charges  by  estab- 
lishing tapering  rates.  They  pointed  out  that  sugar 
was  carried  from  Frankfort-on-the-Main  by  way  of 
the  Main  and  the  Rhine  to  Amsterdam,  and  by  these 
rivers  and  the  sea  to  Hamburg,  in  4  and  9  days, 
respectively;  and  from  Laube-Tetschen,  the  head 
of  navigation  on  the  Elbe,  to  Hamburg  in  8  to 
ID  days.  The  producers  on  the  Rhine  and  the  Elbe 
could  sell  sugar  in  Hamburg  on;  ro  to  12  days' 
delivery,  and  were  thus  in  a  position  to  take  advan- 
tage of  slight  fluctuations  in  the  market.    Not  so 
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the  Silesian  producers,  who  had  to  allow  three  to 
four  weeks  for  the  shipment  of  sugar  to  Hamburg 
lia  the  Oder  and  the  Elbe.  Again,  the  Hamburg 
exporters  preferred  sugar  that  could  be  had  at  all 
times  of  the  year  and  delivered  without  fail  on  the 
date  agreed  upon.  Both  of  these  facts  were  against 
the  Silesian  producer,  since  the  traflSc  on  the  Oder 
was  more  liable  to  interruptions  from  low  water  or 
from  ice  than  was  the  traffic  on  the  Rhine  and  the 
Elbe.  For  these  reasons  the  Silesian  manufacturers 
of  sugar  asked  the  Government  for  tapering  rates, 
vhich  should  put  them  more  nearly  on  an  equality 
frith  the  manufacturers  on  the  Rhine  and  the  Elbe. 
They  had  not  been  able  to  use  the  railways,  they 
said,  for  the  rate  by  water  was  only  0.346  cent 
ler  ton-mile  as  against  the  railway  rate  of  1.557 
ccnts-^ 

The  sugar  producers  of  the  Rhine  and  the  Elbe 
mnonstrated  that  they  had  been  the  pioneers  in  the 


•  V«Jknnrtk$€k4ifUuk£  Ckrcnik^  19^0,  p.  36c;   Siatistik  der  GutUrht- 
mm/  DtMtiikem  f.isenhoMmem,  1 899  ;  and  Dit  Binnenschijfakrt  im 

la  the  crmm  tear  1895  the  area  under  luf^r  beets  in  Silesia  and 
r-3hr«  vaa  lyifico  acres,  or  24  per  cent  of  tbc  area  under  beets  in  the 
•V'ie  of  Grrmaay. 

Ib    1899  the   sugar  crop  of  Silesia  and  Poaeo  went  to  nurket  as 

Tc  Hamburg    -  ^''''^  -^'^"^       To  Baltic  ports :  - 


^  rmU Sil  By  rail      .     .     1700  tons 

ht  Cider  and  Hbe    .    .     i84/X)Otons  By  Oder  .     .    Ml 

»    ^  .  ^  From  Poien 

I  •  BaltK  pcrts  ■  — 

Ekrad 15.000  toni 

bv  Sclsr,  Warthe,  Oder  and  Vistula 140,000  tuns 
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beet-sugar  industry,  which  they  had  established  at 
the  risk  of  their  capital;  that  60  per  cent  of  the 
raw  sugar  raised  was  exported;  and  that  they  bad 
a  natural  right  to  demand  that  their  share  in  the 
export  trade  should  be  protected  against  encroach- 
ments from  the  Silesian  producers,  who  were  inter- 
lopers.  They  further  maintained  that  the  Silesian 
producers  had  gone  into  the  beet-sugar  industry 
with  the  full  knowledge  that  they  would  be  handi- 
capped by  a  comparatively  long  haul  to  the  markets, 
but  believing  that  the  comparatively  low  price  of 
land  in  Silesia  would  more  than  offset  the  disad- 
vantages arising  from  location;  and  now  they  had 
the  hardihood  to  ask  the  State  to  relieve  them  from 
those  disadvantages. 

The  Chamber  of  Commerce  of  Magdeburg  and 
Danzig  took  a  hand  in  the  dispute,  protesting  that, 
should  the  Silesian  sugar  traffic  be  diverted  from  the 
rivers  to  the  railways,  the  merchants  of  Magdeburg 
and  Danzig  would  lose  their  trade  and  commissions. 
The  shipping  interests  on  the  Elbe  and  Oder,  also, 
added  that  it  was  unjust  for  the  State  to  use  the  State 
railways  to  injure  or  destroy  a  private  industry^ 
navigation  upon  the  rivers  and  canals.  They  pointed 
out  that  about  75  per  cent  of  the  sugar  for  ex- 
port arrived  at  the  port  of  export  in  river-craft; 
that  about  two-thirds  of  that  sugar  had  gone  a  short 
distance  by  rail  to  reach  the  river,  but  for  so  short 
a  distance  that  the  sugar  traffic  upon  the  railways 
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wzs  only  38,000,000  ton-miles,  as  against  a  sugar 
traffic  of  144,000,000  ton-miles  upon  the  waterways. 
The  State,  they  said,  had  no  right  to  take  from  tiie 
ri\-cr  and  canal  craft  this  important  traffic.  The 
controversy  spread  to  other  districts  and  other  trade 
interests,  and  the  sectional  jealousies  and  trade  jeal- 
ousies became  more  complex,  as  well  as  more  bitter. 

WTiile  the  old  dispute  was  at  its  height,  the  Prus- 
sian Railway  Department  made  special  rates  on 
Russian  sugar,  in  order  to  divert  traffic  from  the 
Russian  port  of  Libau  to  Danzig  and  Koenigsberg. 
A  fresh  storm  of  indignation  broke  out ;  and  as  the 
I^jssian  Diet  was  not  sitting,  the  fight  was  trans- 
ferred to  the  Imperial  Reichstag.  The  Prussian 
Minister  of  Foreign  Affairs,  who  was  also  a  Min- 
uter in  the  Imperial  Government,  replied  to  all  the 
objectors  that,  if  the  Prussian  Railway  Department 
had  been  in  a  position  to  act  on  its  own  judgment, 
it  would  have  lowered  the  rates  on  sugar  long  ago. 
He  must,  he  said,  beg  the  various  parties  to  the  con- 
trovers)'  over  the  freight  rates  on  sugar  to  come  to 
v>me  agreement  among  themselves,  and  thus  set 
his  Government  free  to  act. 

At  last,  in  April,  1901,  the  Government  took  the 
liull  by  the  horns  and  reduced  the  export  rates  on 
raw  supar  from  1.557  cents  per  ton-mile  to  0.9  cent 
for  the  first  62.5  miles  of  the  haul,  and  to  0.761  cent 
for  that  part  of  the  haul  exceeding  this  limit.  Noth- 
ing short  of  the  absolute  necessity  of  strengthening 
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the  position  of  German  beet  sugar  in  the  interna- 
tional markets  had  sufficed  to  induce  the  Govern- 
ment to  run  the  risk  of  incurring  the  displeasure  of 
the  various  interests  adverselyaffected  by  the  change.* 
In  connection  with  the  beet-sugar  industry  another 
trouble  had  arisen  for  the  Railway  Department. 
The  Department  had  issued  laborers'  return  pas- 
senger tickets  at  reduced  rates;  and  the  men  and 
women  farm  laborers  of  the  districts  east  of  the  Oder 
had  made  extensive  use  of  these  tickets  in  going  each 
summer  to  the  country  along  the  Elbe  for  the  pur- 
pose of  harvesting  the  beet-sugar  crop.  These  har- 
vesting excursions  are  heaviest  from  the  poorest 
districts,  and  they  afford  the  peasants  an  important 
means  of  supplementing  their  scanty  resources. 
The  men  earn  in  the  harvest  season  about  550  marks, 
the  women  about  400  marks,  making  a  total  of 
about  34,000,000  marks  for  the  75,000  men  and 
women  engaged.  These  earnings  are  frequently 
laid  aside  in  order  to  enable  the  owners  to  establish 
themselves  upon  the  Renten-gueter,  which  are  small 
farms  let  out  by  the  State  for  a  fixed  rental  in  money 
or  grain,  with  the  provision  that  the  rental  may  be 
altered  only  on  consent  of  both  landlord  and  tenant. 
In  1890  there  were  enacted  still   further  peculiar 

•  Ufier  /fit  Dilarifitrung  von  Zucker  "tnr  Ausfuhr,"  A.  Schuli: 
GeschSftsfQhrer  i.  d.  CentralslcllE  der  Prenssischen  Landwirlschafts- 
Kammcrn  ;  Zti/ung  dts  Vtrtins  Deutschcr  Eiscnbahnvtrwaltut^tn,  Jann- 
mry  3,  189*;  September  26,  1900;  and  March  19,  23  and  30,  1901  ; 
Ztilichrifl  fiuT  Binnentchiffahrl,  Heft  9,  1901 ;  and  Sfedilitiu-  und 
Sckiffahrb-ZtitUHg,  July  12,  1901. 


THE  CONFXICT  OF  LOCAL  INTERESTS  17 

legal  provisions  relating  to  Renten-gueter  and  in- 
tended to  facilitate  the  establishment  of  small  farms, 
through  the  breaking  up  of  the  large  landed  estates 
east  of  the  Oder .♦ 

The  landed  aristocracy  of  eastern  Prussia  objected 
TO  the  issue  of  these  cheap  return  tickets,  on  the 
ground  that  the  annual  excursions  to  Prussian 
Saxony  had  raised  the  wages  of  farm  labor.  Ac^ 
cordingly,  in  a  communication  from  the  Prussian 
Government  to  the  Diet,  stating  what  the  Grovem- 
ment  had  resolved  to  do  in  response  to  demands 
from  the  Diet,  it  was  announced  that  the  Railway 
Department  would  make  no  new  arrangement  for 
the  issue  of  laborers'  return  passenger  tickets  for 
distances  exceeding  32  miles,  and  that  the  exist- 
ing  arrangements  for  the  issue  of  such  tickets 
should  be  discontinued  as  rapidly  as  was  consistent 
with  the  rights  of  all  concerned. f  To  one  inter- 
ested in  the  working  of  politics,  it  is  instructive  to 
see  the  Prussian  Government  legislate  in  1890  for 
the  purpose  of  establishing  a  class  of  small  farmers, 
and  in  1900  issue  an  administrative  order  that  de- 
prived the  farm  laborer  of  an  effective  means  of 
taking  advantage  of  that  legislation. 

In  addition  to  the  harvesting  excursions  to  the 
Prussian  Province  of  Saxony,  there  is  a  heavy  per- 

•  «*.  n*-*'!'*  /fanJw^frterbmk  tier  Staatrtpisifnuhaftem  :  Sackstngaem- 
ir^n  mnJ  Frntenpteter, 

♦  Zrttumg  J*i  t'rrnmj  Dtuiscker  Eisenhaknv€rwaUungtn^]%XiMMrf  1 7, 

C 
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manent  movement  of  people,  mainly  farm  laborers, 
from  the  eastern  agricultural  regions  to  the  indus- 
trial and  mining  regions  of  Rhenish  Prussia  and 
Westphalifi,  and  in  a  minor  degree  to  Brandenburg 
and  Hannover.  In  the  period  between  the  two 
censuses  of  1882  and  1895  this  movement  averaged 
180,000  people  a  year  for  Prussia  proper  and  its 
provinces,  and  270,000  a  year  for  Germany  as  a 
whole.  In  the  same  period  the  number  of  men 
laborers  employed  in  all  industries  in  Germany  in- 
creased 16.8  per  cent;  those  in  the  mining  and 
manufacturing  industry,  39.8  per  cent.  But  the 
men  employed  in  agriculture  (farm  labor)  decreased 
10.7  per  cent.*  It  is  therefore  readily  understood 
why  leuienot,  or  scarcity  of  labor,  is  the  constant 
cry  from  the  agricultural  regions  of  eastern  Ger- 
many. It  is  also  readily  understood  why  the  Gov- 
ernment has  to  take  action,  even  though  the  action 
be  diametrically  opposed  to  another  branch  of  its 
policy. 

It  is  not  perhaps  so  clear  why  a  similar  confusion 
should  arise  in  a  single  mind,  and  that  the  mind  of 
a  man  of  science;  yet  such  is  sometimes  the  case. 
Indeed,  to  a  considerable  degree  in  Germjuiy,  politi- 
cal science  but  reflects  the  enthusiasms,  the  per- 


■verage  sum  paid  in  wages  per  man  and  boy  employed  in  the 
ton  induMtiea  in  Ihe  Ruhr  district  ruse  from  953  marks  in  1886 
larks  in  1894,  Syrriphet :  Dit  IVirthtiAaftlUhf  BedtulKng, 
lann:  Ltultnol ;  in  Sammlung  von  Schtiften  lur  Kanalfrage. 
iim'i  figures  are  taken  frum  VoL  1 1 1  of  the  Riicksilatistik, 
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and  the  shifty  devices  of  Government. 
Thus  no  less  a  writer  than  Mr.  Buchenberger, 
Ptcsident  of  the  Ministry  of  Finance  of  Baden, 
regarded  in  academic  circles  as  one  of  the  chief 
authorities  in  Europe  upon  agriculture,  begins  a 
discussion  of  the  migrating  labor  movements  as 
itlated  to  the  scarcity  of  farm  labor  *  by  stating  that, 
for  an  adequate  appreciation  of  the  full  significance 
of  these  movements,  one  must  remember  that  they 
materially  raise  the  standard  of  living  of  a  large 
number  of  poverty-stricken  people.  They  do  so,  he 
SITS,  not  only  by  increasing  the  income  of  these 
people  from  backward  districts,  but  also  by  bringing 
them  into  contact  with  a  higher  civilization  and  thus 
enlarging  their  intellectual  horizon,  to  say  nothing 
of  teaching  them  better  methods  of  cultivating  the 
sail.  Notwithstanding  this  weighty  consideration, 
liter  the  admission  that  it  is  quite  out  of  the  question 
to  have  positive  police  regulation  of  the  migratory 
movements  of  labor  —  no  matter  how  much  the 
eastern  landholders  might  desire  it  —  as  being  in- 
consistent with  modem  principles  of  individual  free- 
dom, Mr.  Buchenbcrger  proceeds  as  follows:  **But 
in  consideration  of  the  well-known  fact  that  the 
eastern  landowners  are  in  serious  straits,  one  must 
respect  their  wishes  that  the  State  take  no  measures 
to  encourage  the  migrations  in  question.     From  this 


•A.  Bachcabcrgcr :  Agrarvouin  umJ  A^rarpolitik,  Vol.  I,  pp.  5</>- 
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point  of  view  it  is  questionable  public  policy  to  issue 
cheap  return  tickets,  since  such  issue  would  in  effect 
be  a  bounty  on  the  export  of  laborers — a  bounty 
which  would  give  western  agriculture,  already  better 
off  than  eastern  {^culture,  an  advantage  as  to 
labor  supply,  at  the  cost  of  and  to  the  detriment  of 
the  eastern  landed  interests." 

Let  us  now  turn  to  the  subject  of  rates  and  local 
interests  in  respect  to  the  industries  dependent  on 
iron  ores. 

The  Ruhr  district,  as  already  stated,  lies  to  the 
east  of  the  Rhine  and  north  of  Cologne,  between 
the  rivers  Emscher,  Ruhr  and  Lippe,  and  is  the 
Tk,  Arrested  De-  greatest  coal  mining  and  iron  and 
■veiofnutu  of  t/u  stccl  producing  region  of  continental 
Iron  and  stui  Europe.  About  220  miles  to  the 
*      ^  southwest  are  the  extensive  iron  ore 

deposits  of  Luxemburg  and  the  Saar  district,  which 
furnish  precisely  the  ores  needed  to  supplement  the 
insufficient  supply  obtainable  from  the  Ruhr  district 
itself.  But  thus  far  the  Prussian  Government  has 
been  unwilling  to  make  rates  which  would  permit 
the  shipment  of  any  but  selected  ores  from  the  Saar 
to  the  Ruhr ;  and  in  consequence  the  Ruhr  iron  in- 
terests have  been  forced  to  have  increasing  recourse 
to  the  importation  of  iron  ores  from  Spain  and  Sweden. 

At  the  annual  meeting  of  the  German  Steel  and 
Iron  Association  (Therein  Deulscher  Eisenhuetten- 
leute)  held  in  February,  1888,*  Mr.  Jencke  discussed 

'  StaJUtiui£ui»,iiK<ii,iiSi, 
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the  reasons  for  the  comparative  infrequency  and 
aznallness  of  the  reductions  in  railway  rates  since 
ibc  nationalization  of  the  railways  in  1879.  Mr. 
Jcncke  had  left  the  service  of  the  King  of  Saxony, 
mtT  a  distinguished  career  in  the  Railway  Depart- 
s)cnt,  and  had  become  Chairman  of  the  Executive 
Committee,  composed  of  the  heads  of  departments, 
of  Krupp  and  Company,  the  largest  steel  and  iron 
r  rwluccrs  in  Europe .♦  He  was  also  serving  at  this 
lime  on  one  of  the  District  Railway  Councils.f  Sub- 
srquently  he  has  received  several  flattering  invita- 
tions to  enter  the  Prussian  Railway  Service  and  has 
ijirn  made  a  Privy  Finance  Councillor. 

<>n  the  occasion  here  referred  to  Mr.  Jencke  said 
rr-ir.  if  the  largest  railways  had  not  passed  into  the 
iip.ds  of  the  State,  the  rates  on  iron  ores  from  Al- 
>a*:c- Lorraine  to  the  Ruhr  district  would  have  been 
nr'iuced,  and  probably  the  rates  on  raw  materials 
rmcrally.  Under  private  ownership  it  was  neces- 
sity only  to  convince  a  particular  railway  that  a 
^/»crinR  of  rates  in  its  territory  would  increase  its 
tninc  and  income,  and  the  reduction  would  follow. 

•  /Wr  ImJuitrielUn  Werki  Deutuklands,     On  Janaary  I,  1 899,  there 
^-»   t  the  rm;>l«iyincnt  i>l  the  various  Krupp  cumpaniei  41.750  people. 

•  Th'T  I>uin<.t  Kail  way  G)uncili  an«l  the  Natii>nal  Railway  Council 
•^7  ecaM!«red  by  law  in  1H83.  The  memhen  of  the  District  Councils 
r-  f  ertel  ^•y  the  <  ham^iers  of  Gimmerce  and  by  analogous  IxMlies  renre- 
w.*t  *hr  fnanufactunnK,  mining  and  agricultural  interests.  1'he  >a- 
*..  »t  '  ^;iBvI  i.in»i*t*  of  30  mrmhcrs  elected  by  the  District  Councils 
u:  1?  iBvrtt\\^r\  ap{^*intrd  bv  the  Mini<^ters  tif  .\^riculture.  Trade, 
'  t*-.  ^  ar. !  )f'u' Iiw  \Viirk«.  These  Uxlies  have  ailvisurv  |>«iwcrs  ;  and 
*'^  •rr^  rsta*  lJ•^•ed  in  ordrr  that  thry  mi^ht  keep  the  administratioo  ia 

^\  vitb  the  people  in  nutters  of  railway  rates. 
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But  the  State  could  not  proceed  in  that  simp^  ,  .'' 
lliere  were  a  number  of  competing  coal-t^     /' 
iron-mining  and  iron  and  steel  producing  1(K^ 
and  interests  all  dependent  upon  one  State  S^^^ 
of  railways.    A  reduction  in  rates  given  to  one  in*^' 
est  or  locality  had  to  be  followed  by  counterbalaDCW 
reductions  to  the  others,  in  order  that  no  one  should  \  \ 
be  given  an  undue  advantage.    The  various  D*' 
trict  Railway  Councils,  as  well  as  specially  appointed 
committees,  were  constantly  engaged  upon  the  mo^ 
minute  investigations  into  the  relative  cost  of  mimng 
coal  and  iron  and  producing  pig  iron  at  different 
centres  in  Germany,  with  a  view  to  recommend- 
ing just  and  relatively  reasonable  railway  differen- 
tials;  and  these  investigations  inevitably  consunoed 
much  time  and  delayed  aqtion.    Thus,  the  iron  ore 
interests  of  Lahn  and  Sieg  had  asked  for  lower  rates 
in  1882,  and  not  until  1886  had  the  Government 
felt  ready  to  grant  the  request.     But  the  general  pub- 
lic itself  must  share  with  the  State  the  responsibility 
for  such  delays.    The  jealousy  of  competing  pro- 
ducing regions  led  each  region  to  dispute  the  figures 
as  to  cost  of  production  put  forth  by  the  other  re- 
gions, and  the  Government  found  it  extremely  diflBi- 
cult  to  make  an  adjustment  of  rates  satisfactory  to 
each  party  to  the  controversy.    If  the  several  coal 
and  iron  producing  regions  should  fail  to  curb  these 
local  jealousies,  the  prospect  of  reductions  in  rates 
would  be  small,  for  the  hands  of  the  Government 
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^^  **  tied.    The  existing  rates  had  been  in  force 
'J^^/^pril,  1 88 1.     In  the  meantime  reductions  of 
*  '^^  had  been  effected  in  the  cost  of  producing 
J«««^.  so  that  the  transportation  charges  had  come 
•^*sutute  25  per  cent  of  the  cost  of  making  pig 
^  That  proportion  must  be  contrasted  with  the 
^  per  cent  borne  by  the  transportation  charges  to 
^  total  cost  of  producing  iron  in  Great  Britain, 
Gennany's  principal  competitor .♦ 
In  the  following  year,  1889,  the  Minister  of  Public 
Works,  Mr.  von  Maybach,  informed  the  Prussian 
Dirt  that  the  Government's  refusal  to  grant  the  re- 
quests from  the  Ruhr  district  for  lower  rates  on  Saar 
iroo  ores  was  due  to  the  unwillingness  of  the  Gov- 
ernment to  prefer  the  Ruhr  to  the  other  iron-produc- 
Bg  centres.    It  would  not  do  to  give  one  district 
ntes  which  would  allow  it  to  grow  more  rapidly 
than  another   district;    equal  treatment  must   be 
accorded  to  all.     Moreover,  the  Government  could 
not  make  reductions  which  would  expose  it  even  to 
the  suspicion  of  preferring  one  district.f 

.Kx  about  the  same  time  Mr.  Todt,  who  was  then 
in  charge  of  the  State  railways  in  the  Ruhr  district, 
aid  that  the  Government  long  since  would  have 

*  ZfUuknft  fuer  Btnnent<kiffakrt^  1901,  Heft  24.  In  December, 
19DI,  \h.  brvmrr,  \A\Uit  of  Siakl  mnd  huen^  and  une  of  the  furemott 
iUbbntw*  ufi  ihr  (fcrman  ttcel  and  iron  indiutry,  stated  that  in  (iemiany 
^  triMpiidatioa  iharj(et  conitituted  2K  per  cent  of  the  cost  of  produc- 
^^t  v^'Ci  **  acaintt  10  |>rr  cent  in  Kngland. 

*  K.  iruo  K%ncrn  :  /.%isinug  Jahrt  Kamalkaempft,  Compare  alto 
tntik'tft  fmtr  himn^muhiifakrt,  i<|Ot,  Heft  7,  report  of  a  q>e«ch  by  Mr. 
«^  rkicka.  Minuter  of  Tubiic  Wucka. 
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lowered  the  rate  on  iron  ores  from  Alsace-Lorraine 
to  the  Ruhr  had  it  not  been  constrained  by  con- 
sideration for  the  other  iron-producing  centres  of 
Germany.*  He  added  that  the  iron  traffic  in  ques- 
tion was  about  250,000  tons  a  year,  but  that  it  would 
rise  under  favorable  railway  rates  to  1,000,000  tons. 
He  pointed  out  that  in  1888  not  less  than  44  per 
cent  of  the  ores  shipped  from  Lorraine  to  the  Ruhr 
had  gone  by  rail  to  Oberlahnstein  on  the  Rhine, 
thence  by  vessel  to  Ruhrort  and  Duisburg,  a  distance 
of  120  miles,  and  thence  by  rail  to  the  rolling  mill, 
some  10  or  15  miles.  As  late  as  1S98  an  eminent 
authority  stated  that  60,000  coal  wagons  returned 
empty  each  year  from  the  Lorraine  district  to  the 
Ruhr,  and  that  the  net  railway  revenue  would  be 
increased  by  3,000,000  marks  a  year  should  the 
Government  grant  the  reduction  in  iron-ore  rates 
then  demanded.! 

At  the  meeting  of  the  Verein  Deutscher  Eisen- 
kuetterUeute,  held  in  1896,!  Mr.  Jencke  again  dis- 
cussed the  railway  situation  in  its  bearing  on  the  iron 
and  steel  industry.  He  began  by  saying  that,  if  the 
railways  had  remained  in  the  hands  of  corporations, 
they  would  have  quelled  in  its  infancy  the  agitation 
for  canals,  and  would  have  done  it  by  lowering  their 

•  Arehivfutr  EisiHiaimaarn,  1888.  Compare  »bo  Ihe  irtide  by  Hi. 
Schmeisier,  tn  ofEci&l  in  the  Railway  Department. 

t  Staii  uitJ  £iien,DeccmheT  15,  1898,  Compare  also  January,  1891; 
February,  1S93;  March,  1895,  1S96  and  iSgS;  January  I,  April  I  and 
October  1$,  1900;  and  February  i;  and  March  15,  1901. 

X  Sla&i  und  Eiutt,  March  15,  1S96, 
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charges  to  the  presumptive  canal  rates.  But  the 
ibrxner  Minister  of  Public  Works,  Mr.  von  Maybach, 
had  failed  to  appreciate  the  country's  needs  and  had 
nm  the  raflways  primarily  as  a  revenue-producing 
CQQcem.  The  State  of  Prussia  had  incurred  annu- 
iDy  recurring  expenditures  on  the  strength  of  the 
raihray  surplus;  and  the  present  Minister  of  Fi- 
aance,  Mr.  von  Miquel,  had  repeatedly  confessed 
his  inability  to  grant  general  reductions  in  rates  de- 
manded by  the  needs  of  the  industrial  community. 
Moreover,  the  railway  administrators  were  still  con- 
fronted by  the  jealousy  of  the  several  iron -produc- 
ing regions,  a  jealousy  that  asserted  itself  through 
the  machinery  of  the  District  Railway  Councils  and 
uie  National  Railway  Council.  For  i6  years  the 
Ruhr  j)eople  had  been  asking  for  lower  rates  on 
L-on  ores  from  Alsace-Lorraine,  and  obtained  noth- 
ir.z.  The  situation  was  critical,  and  there  was  but 
wav  out  of  it :  the  Government  must  abandon 
past  policy  of  trying  to  hold  the  balance  between 
-Sr  claims  of  rival  producing  centres.  It  ought  to 
mnounce  that  it  would  reduce  the  haulage  charges 
XI  all  raw  materials  —  not  iron  and  coal  only  —  by 
C0346  cent  per  ton-mile  each  year,  until  the  present 
nte  of  0.761  cent  should  be  lowered  to  0.415  cent. 
True  State  could  take  steps  in  advance  to  meet  any 
i.iticijiatc'*!  loss  of  revenue.  Upon  the  public,  on 
t'v  other  hand,  notice  should  Ijc  served  that  railway 
ciurges  on  raw  materials  were  to  come  down  auto- 
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matically  each  year  by  a  certain  amount,  without 
any  regard  whatever  for  the  effect  of  those  reductions 
upon  the  respective  abilities  of  the  various  producing 
interests  to  continue  to  compete  one  with  the  other. 
This  advocacy  of  a  mechanical,  all-round  reduction 
in  railway  rates,  as  the  only  way  out  of  the  deadlock 
of  local  jealousies,  makes  the  report  of  Mr.  Jencke's 
speech  one  of  the  half-dozen  most  significant  docu- 
ments in  the  railway  literature  of  the  world. 

In  the  Imperial  Reichstag,  on  February  28,  i8g8, 
the  late  Baron  von  Stumm  expressed  the  opinion 
that  local  jealousies  constituted  the  principal  obsta- 
cle to  the  securing  of  lower  railway  charges.  The 
National  Railway  Council  generally  split  up  into 
two  camps.  Either  the  rgricultural  interests  of  the 
East  were  pitted  agains*  the  manufacturing  and 
trading  interests  of  the  We;  ■;,  or  the  central  provinces 
were  pitted  against  the  et  tern  and  western  ones. 
These  conflicts  of  sectional  interests  were  especially 
marked  whenever  it  was  proposed  to  introduce 
tapering  rates.  Baron  von  Stumm  was  the  great 
rival  of  the  Krupps.  He  was  at  the  head  of  the  larg- 
est coal,  iron  and  steel  interests  in  Alsace-Lorraine, 
and  had  been  a  personal  friend,  as  well  as  a  trusted 
adviser,  of  Emperor  William  I.* 

In  March,  1899,  the  official  organ  of  the  Verein 
Deutscher  Eisenbahnverwaltungen,  an  organization 
composed  of  officers  of  the  various  German  State 

*  Ztilang  dti  Vtriiru  Deuiicktr  Eiititba^nveraiaJtuiigin,  March  9,  1S9S, 
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nStwny  systems,  made  the  following  illuminating 
comment  on  the  Prussian  canal  bill.  It  said  that 
possibly  the  expenditure  upon  the  Prussian  railways 
of  261,000,000  marks  —  the  estimated  cost  of  the 
proposed  canals  —  would  put  those  railways  in  a 
positioD  to  handle  all  the  traffic  that  these  canals 
were  expected  to  handle.  But  in  any  event  one 
must  remember  that  the  building  of  canals  would 
solTe  the  extremely  perplexing  problem  of  reducing 
freight  rates  in  a  manner  acceptable  to  the  different 
sections  of  Prussian  territory.  In  other  words,  it 
was  thus  represented  that  the  advantage  of  the  pro- 
posed canals  lay  in  the  fact  that  they  would  break 
the  local  interest  deadlock  by  transferring  the  re- 
sponsibility of  the  odiou3  business  of  making  those 
kxral  discriminations — jwhich  are  an  unavoidable 
incident  of  the  progres5:.and  development  of  a  coun- 
try —  from  the  Goy^/nment  to  private  persons 
carr}'ing  on  navigation  on  the  canals  and  rivers. 

Upon  the  matter  of  the  request  of  the  Ruhr  people 
for  lower  rates  on  Saar  iron  ores,  the  National  Rail- 
way Council  at  last  reported  favorably  in  December, 
1897.  In  the  following  March,  the  Minister  of  Pub- 
lic Works,  Mr.  von  Thielen,  stated  in  the  Prussian 
Diet  that  rarely  had  a  question  been  studied  so 
thoroughly  as  this  one,  and  that  the  claims  of  the 
Ruhr  people  had  on  the  whole  been  substantiated. 
A  year  later,  no  action  having  meanwhile  been  taken 
upon  the  report,  he  cited  this  state  of  affairs  as  a  sig- 
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nificant  illustration  of  the  blocking  of  Government 
action  by  local  jealousies.  Apparently  local  jeal- 
ousies alone  stood  in  the  way  of  lower  rates,  for  the 
Minister  of  Finance,  Mr.  von  Miquel,  had  admitted 
that  the  lowering  of  the  particular  rates  in  question 
would  result  in  an  increase  of  revenue.  All  this 
time  there  was  a  lai^  empty  car  mileage  from  Alsace- 
Lorraine  to  the  Ruhr;  for  the  number  of  tons  of 
coke  sent  from  the  Ruhr  to  Alsace-Lorraine  was 
from  two  to  three  times  as  large  as  the  number  of 
tons  of  iron  ore  sent  from  Alsace-Lorraine  to  the 
Ruhr.  In  April,  1901,  the  Government  again  took 
up  the  vexed  question,  hoping  to  be  able  to  dispose 
of  it  by  giving  the  Alsace-Lorraine  people  reduced 
rates  on  coke,  in  return  for  the  reduction  on  iron  ores 
to  be  given  to  the  Ruhr  people.  Alarm  at  the  in- 
creasing competition  from  the  American  steel  and 
iron  industry  was  what  induced  the  Government 
thus  to  reopen  an  annoying  controversy.* 

The  conditions  of  the  problem  which  here  con- 
fronted the  Government  need  to  be  more  fully 
brought  out.  The  Ruhr  district  and  the  Saar  dis- 
trict in  Alsace-Lorraine-Luxemburg  produce,  re- 
spectively, 39  per  cent  and  36  per  cent  of  the  pig  iron 
produced  in  Germany.f  In  other  words,  they  are, 
as  iron  producers,  of  equal  importance.    Yet  in 

*  Slakl  und  Eitin,  FebiaaT;  15  and  April  I,  1900;  ind  March  15, 
190 1  ;  txiA  Ztiiungdii  Vereim  Dtutscher  EiuntaAmitrwaleungen,'iAttcii 
30,  1898  ;   March  8  and  April  39,  1899  ;  and  April  13,  1901. 

I  SIM  und  EiiiH,  February  15,  1901. 
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iSq9  the  Ruhr  district  sent  by  rail  into  the  territory 
vhich  extends  from  Bremen  and  Hamburg  in  the 
vest  to  Koenigsberg  in  the  east  394,000  tons  of 
manufactures  of  steel  and  iron,  whereas  the  Saar 
district  sent  only  85,000  tons.    Again,  to  the  impor- 
tant territories  comprising  the  provinces  of  Bran- 
denburg and  Saxony,  the  Duchy  of  Anhalt  and  the 
Tbueringian  States,  the  Saar  region  sent  only  108,000 
tons  of  Iron  and  steel,  whereas  the  Ruhr  district  sent 
4&>,ooo  tons.     In  other  words,  so  far  as  trade  de- 
pendent on  the  railways  is  concerned,  the  Saar  dis- 
trict is  almost  shut  out  from  northern,  central  and 
eastern  Germany.     On  the  other  hand,  it  has  practi- 
cally a  monopoly  of  the  iron  and  steel  trade  with 
southern  Germany  and  Switzerland.     In  1899  it  sent 
into  Alsace,   the  Bavarian   Palatinate,   the  Grand 
Fhichy  of  Hesse,  Wuertemberg,  Bavaria  and  Switzer- 
ind  a  total  of  627,000  tons  of  manufactures  of  steel 
wi  iron,  whereas  the  Ruhr  district  shipped  only 
150.000  tons.    Similarly,   the  iron  and  steel  pro- 
ducers of  the  Province  of  Silesia  have  a  monopoly  of 
trjc  trade  of  Silesia,  Posen,  parts  of  East  Prussia  and 
•he  foreign  territory  lying  immediately  to  the  east  of 
Siiesja* 

This  apportionment  of  the  trade  of  Germany 
imong  the  several  producing  and  distributing  cen- 
tra,   making    them    comparatively    non-competing 

•    .'xftr/ii  i>r  C utter hftofiumg  amf  Deutscktn  FAienhaknen^  nach  Ver» 
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groups,  is  common  to  all  articles  of  trade  which 
are  bulky  and  comparatively  low-priced.  It  is 
Locaiixation  of  broken  down  in  places  by  the  water- 
TradeoHdiH-  ways  and  by  the  occasional  wide  dif- 
'^"^''y  ferences  in  the  cost  of  production  of 

an  article  in  different  centres  of  production.  For 
instance,  the  Saar  district  sends  considerable  quan- 
tities of  steel  and  iron  into  the  interior  of  Germany 
by  way  of  the  French  and  Belgian  canals  and  rivers, 
the  North  Sea,  the  Baltic  and  the  German  rivers. 
This  trade  amomits  to  about  50  per  cent  of  that  which 
goes  directly  by  rail.*  Again,  Thomas-process  pig 
iron  and  puddle  iron  are  produced  much  more 
cheaply  in  the  Ruhr  than  in  Silesia,  and  therefore 
the  Ruhr  iron  and  steel  manufacturers  sell  these 
particular  products  rather  freely  in  the  territory 
otherwise  reserved  to  the  Silesian  iron  and  steel 
industries. 

Id  spite  of  these  exceptions  and  similar  ones  in 
other  industries,  it  remains  true  that  the  scheme  of 
railway  rates  based  on  a  uniform  haulage  charge  per 
ton-mile  does  to  a  remarkable  degree  apportion  the 
trade  of  Germany  in  a  mechanical  way  among  the 
several  producing  and  distributing  centres.  This 
scheme  separates  the  different  sections  of  Germany, 
one  from  the  other,  in  the  same  way  as  did  the 
customs  barriers  which  the  several  German  States 
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one  against  the  other  up  to  the  time  of 
the  formation  of  the  North  German  ZoUverein  or 
customs  union,  which  last  was  extended  and  per- 
petuated by  the  German  Empire,  created  in  large 
part  for  that  very  purpose.    The  opposition  to-day 
under  the  Empire  to  the  introduction  of  tapering 
Tttcs  and  rates  based  on  the  principle  of  charging 
vhat  the  traffic  will  bear  is,  indeed,  precisely  the 
sune  kind  of  opposition  as  that  which  had  to  be 
oi-crcomc  before  the  ZoUverein  itself  could  be  estab- 
lished.*    The  situation  was  described  in  1894  by 
the  Minister  of  Finance,  in  the   following  terms: 
"This  opposition  of  the  agricultural  interests  of  the 
West  to  tapering  rates  is  but  one  of  many  illustra- 
tions of  the  unexpressed  desire  of  the  various  sections 
of  the  Empire  to  reestablish  sectional  protection  by 
rrwans  of  the  regulation  of  railway  rates.     If  that 
dr>ire  is  allowed  to  realize  itself,  we  shall  return  to 
Lhe  conditions  of    1820.     A   unified   State   cannot 
undertake  to  balance  the  interests  of  one  section 
i:!ainst  those  of  another.     The   Prussian  railways 
were  consolidated  under  the  State  in  order  that  they 
r.iirht   promote   trade   throughout   the   length   and 
breadth  of  the  land.     If  their  efforts  to  develop  trade 
and  industr)'  are  to  be  defeated  by  local  jealousies, 


•  F.  llf.h-   St.tfeU^irtft  ttni  ti^surrrfrafseH  ;   and  Staatseisenh^jhrnrn^ 

iiW^ji-.rr 'tr^t.'H^  Mn,i  Jif   I'eu/uhf  li'trtfihaftipoii/ik.     Ctiinparc  tlvi 

'^ria-'T.    I,*t*  H'trtksika/tltihe  Bediutung^  etc.;  Stakl  und  Etien^  Jaiiu- 
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Gennan  industry  will  be  distanced  by  the  industries 
of  other  countries."  * 

Tapering  rates  and  rates  based  on  what  the  traffic 
will  bear  would  lead  to  an  extraordinary  develop- 
ment of  trade  and  railway  traffic  in  Germany.  Their 
introduction  would  go  far  toward  making  the  whole 
of  Germany  into  a  common  market,  to  which  the 
different  producing  and  distributing  centres  would 
have  access,  and  thus  give  producers  and  consumers 
the  benefits  of  competition  which  now  exists  only  in 
a  modified  fonn.  Manifestly  many  resources  that 
now  lie  unused  would  be  developed.  On  the  other 
hand,  many  vested  interests  in  trade  and  industry 
dependent  for  their  existence  upon  the  new  form 
of  sectional  protection  would  suffer.  The  Prussian 
Government  has  been  too  careful  of  those  interests, 
failing  to  realize  that  the  progress  and  development 
of  a  country  means  necessarily  the  destruction  of 
property  values  in  one  place  and  the  building  up  of 
property  values  in  another.  Furthermore,  the  Prus- 
sian Government  has  found  that  constituencies 
cany  their  grievances  concerning  the  management 
of  the  raUways  into  Prussian  State  politics,  or  into 
German  national  politics,  to  the  extent  of  making 
the  assent  of  their  parliamentary  representatives  to 

•  Quoted  from  the  debates  id  the  Prussian  Diet  by  E.  »on  Efoem  in 
Zmatuig  Jahrt  Kanaltampfi,  eiji  Biitrag  lur  GcscAickli  dts  Dtutichm 
ParttivKUnt. 

Mr.  voD  Efnem  vu  Chiirman  of  the  PaTli&mentary  Committect 
■[^ioted  to  report  upon  the  recent  Prussian  cuiil  bills. 
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measures  of  first  importance  proposed  by  the  Prus- 
san  Government,  or  by  the  Imperial  Government, 
conditional  upon  what  shall  or  shall  not  be  done  in 
respect  to  railway  rates.  That  practice  has  so  em- 
barrassed the  Prussian  Government  that  the  latter 
has  repeatedly  abstained  from  making  reductions 
in  rates,  even  after  it  had  been  thoroughly  convinced 
that  the  reductions  contemplated  were  demanded 
by  the  permanent  interests  of  trade  and  industry. 
FlDally,  the  Prussian  Government  has  for  years 
treated  the  railways  as  a  source  of  revenue,  upon 
vhich  it  could  draw  in  order  to  avoid  the  necessity 
of  asking  Parliament  for  additional  taxes  or  in 
order  to  remit  taxes  in  Prussia,  in  return  for  Prus- 
sian support  in  the  Imp)erial  Reichstag.  This  com- 
plication has  oftentimes  made  it  inconvenient  to 
rtducc  railway  rates;  and  at  such  times  the  Gov- 
ernment has  sought  shelter  behind  the  local  jeal- 
ousies, playing  off  one  section  of  the  country  against 
another.  But  of  this  matter  of  dep)endence  on 
railway  revenue,  more  will  be  said  in  a  subsequent 
chapter. 


CHAPTER  II 

LOCAL  AND  PERSONAL  DISCRIMINATION 

When  the  railways  of  Prussia,  previously  to 
nationalization,  adopted  in  1877  a  uniform  classi- 
fication of  freight  and  a  common  scheme  of  railway 
charges,  they  realized,  of  course,  that  it  would  be 
impossible  to  adhere  absolutely  to  a  hard  and  fast 
system  of  rates.  Accordingly,  they  provided  that 
what  are  known  as  exception  tariffs  should  be  made 
whenever  the  needs  of  trade  and  industry  should 
demand.  Under  that  arrangement  the  State  rail- 
ways and  the  private  railways,  particularly  the  latter, 
retained  many  of  the  special  rates  that  had  been  in 
force  previous  to  1877.  The  private  railways  also 
continued  the  practice  of  making  secret  rates. 

Hence,  when  the  Prussian  Government,  in  1880 
and  the  years  immediately  following,  acquired  the 
private  railways,  it  found  many  of  these  special  and 
secret  rates  in  force.  Care  was  taken  in  abolishing 
these  rates,  in  order  to  avoid  sudden  and  violent  dis- 
locations in  the  established  course  of  business.  In 
1882,  however,  the  Government  took  an  important 
step,  and  did  away  entirely  with  the  special  rates  on 
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imported  grain  and  flour  from  Bremen  and  Hamburg 
to  Rhenish  Prussia  and  Westphalia  ;*  it  instructed 
the  Raflway  Department  not  to  swamp  the  home 
industries  by  flooding  the  country  with  the  surplus 
produce  of  foreign  countries.  Two  years  later,  in 
October,  1884,  the  Minister  of  Public  Works  laid 
down  the  general  principles  that  were  to  guide  the 
RiOway  Department  in  making  exception  tariffs-f 
Manufacturing  and  agriculture  were  to  be  fostered 
bjr  km  rates  on  raw  materials ;  the  products  of  do- 
mestic industries  were  to  have  special  rates  when 
diipped  to  points  in  Germany  at  which  foreign  com- 
petition had  to  be  met;  German  export  trade  was 
to  be  encouraged ;  and  German  agencies  of  trans- 
portation, particularly  the  State  railways,  were  to  be 
protected  against  comp)etition  from  foreign  railways 
4nd  foreign  waten\'ays. 

In  the  eleven  years  ending  with  1896-97,  fully  one- 
half  of  the  traffic  on  the  Prussian  railways  was  car- 
ried at  '^exception  rates";  and  since  1897  the 
proportion  has  risen  to  60  per  cent.J  The  **  excep- 
tion rates,"  however,  apply  the  principle  of  taper- 
ing rates  to  a  very  slight  extent  only,  and  they  have, 

•  Znimmg  des  fWhrns  DeutKher  EisenhahmferwaltUMgeMt  September 
^1191.   and  Ar^ktv  fmer  Etsent^ikntttsem^  1901,  licft  2. 

^  F.ii€mhmknimr\/e   und  IV osier fraikttn,  issued   bv  the    Verein  fuer 

X  Zntmmf  det  Verttmi  Deutsthfr  Eisenhaknt'erwaUum^fm,  June  It, 
»%»•.  Of  HnUetim  tf  tki  ImUrmaft.'^mal  A'aU'way  (ow^^-j/,  January,  lHiy9. 
TW  Bnttth  Hl'je  }VuvW.  Gurmcruial  No  2,  ii>*>8,  Hcuntiei  tij  ,shifi  an  J 
^rirrruitsi  Aothpo/  A'a/rt,  give*  a  list  of  the  exception  rale*  in  l«»r.  r  sn 
«*»7 
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therefore,  not  met  the  pressing  need  in  Germany — 
namely,  the  development  of  long-distance  traffic. 
To  illustrate:  from  1889  to  1897  the  average  length 
of  haul  per  ton  of  traffic  carried  at  "exception  rates" 
actually  fell  from  73  miles  to  70;  while  during  the 
same  time  the  average  length  of  haul  of  the  "spe- 
cial tariff  III"  traffic  remained  stationary  at  73 
mUes.  It  is  true  that  a  change  in  rates  made  in 
1897  subsequently  raised  the  average  haul  for  the 
former  class  of  traffic  from  70  miles  in  1898  to  79 
miles  in  1889.  But  much  of  that  increase,  in  respect 
to  development  of  total  long-distance  traffic,  was  an 
apparent  increase  only,  since  it  was  effected  by  trans- 
ferring to  the  exception-rate  class  a  large  part  of 
the  specially  long-distance  portion  of  the  traffic 
already  existing  in  the  "special  tariff  III"  class* 

•  Die  Ver-amUuiur  dtr  OtfftnlUc&tn  Arteilen  im  PrcmscH,  iSgo  4u  igoo, 
by  the  Minister  of  Public  Woiki. 
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—  coal  and  many  other  raw  materials.  The  average 
haul  of  the  ''special  tariff  III"  class  of  freight  fell 
bom  75  miles  in  1896  to  56  mfles  in  1899. 

Let  us  now  pass  from  classification  of  rail  traffic 
to  distribution  of  total  traffic  between  the  raflways 
and  the  waterwa)rs. 

Upon  the  Rhine  the  freight  rates  are  fixed  by  ves- 
kIs  with  a  capacity  of  600  tons.*  These  rates  the 
Prussian  railways  can  and  do  meet  without  difficulty, 
7k  jihtu  tup^  whenever  the  Government  allows  the 
fisau  Ike  Rml-  Railway  Department  to  charge  on 
*^  the   basis  of   what   the   traffic  will 

btar.  For  example,  in  order  that  German  coal 
nuy  meet  the  competition  of  English  coal,  the 
Go\'emment  allows  the  Department  to  make  a  se- 
ries of  special  rates  to  Dutch  ports  on  daily,  weekly, 

CoKF.  AND  Coal  Traffic, 

Z.NL-ll-l*Et>,  SINCE   1899,  IN  THE   ExCtlTlON-RATE  TRAFFIC 
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•  *T?T.;hrf       !He  M'lrthukafiluke  Bedentumf^  etc.,  and   Vierteijakrth 
v.*  uir  ^utuak  Jii  DtuUik€n  Jituks,  1900,  Heft  2. 
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bi-weekly  and  tri-weekly  shipments  in  train-load 
lots  of  200  to  300  tons.  As  a  result,  the  railwajrs 
cany  each  year  to  Dortrecht,  Amsterdam  and  Rot- 
terdam about  2,500,000  tons  of  coal,  whereas  the 
Rhine  vessels  carry  to  these  markets  only  170,000 
tons.  The  total  traffic  in  coal  carried  down  the 
Rhine,  amounting  to  about  1,300,000  tons  a  year 
as  compared  with  4,500,000  tons  sent  by  raQ,  is 
confined  almost  entirely  to  coal  destined  to  points 
in  Holland  which  cannot  be  reached  by  railway; 
and  it  is  carried  in  vessels  of  a  capacity  of  only  100 
to  250  tons.* 

But  though  the  Prussian  railways  can,  when  they 
are  permitted,  compete  successfully  with  the  Rhine 
vessels,  they  do  not  do  so  as  a  rule.  Thus,  in  1900, 
there  were  carried  by  way  of  the  Rhine  to  Ruhrort, 
Duisburg  and  Hochfeld  2,125,000  tons  of  Spanish 
and  Swedish  iron  ores,  of  which  1,329,000  tons  were 
reshipped  by  rail  to  the  smelters  in  the  Ruhr  dis- 
trict, a  distance  of  20  to  30  miles.  In  the  same 
year  there  were  carried  by  all-rail  route  from  the 
Dutch  and  Belgian  ports  to  the  Ruhr  smelters 
only  466,000  tons  of  Spanish  and  Swedish  ores.  In 
1900  the  Ruhr  district  shipped  by  all-rail  route  to 
the  Bavarian  Palatinate,  Wuertemberg,  Bavaria  and 

'  Siatiilii  dtr  GatUrteatgting  auf  Dtulsikei  Eistnbahtun  ;  JakrtAt- 
richt  dtr  Ctniral-Commiain  ftur  dii  Rhtimihigahri,  1900;  ZeOscla-ift 
furr  BtHtttmikiffahrt,  1901,  Heft  5  ;  and  Zweiier  JahresberiM  dtr  Ham- 
dtbkammtr  M  auirort  futr  daijakr  iSgg. 
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Switzerland  957,000  tons  of  coal  as  against  3,800,000 
*iOQS  shipped  first  by  rail  to  the  Rhine  ports,  then 
by  way  of  the  Rhine  to  Mayence  and  Mannheim, 
and  then  by  rail  to  points  in  the  above-named  ter- 
ritory. Coal  sent  from  the  Ruhr  to  Berlin  goes  by 
nfl  to  Hamburg  at  special  rates  (granted  for  the  pur- 
pose of  meeting  the  competition  of  English  coal),  and 
thence  in  vessels  of  200-ton  capacity  by  way  of 
the  Elbe  and  the  Havel  to  Berlin.  In  1899  about 
150.000  tons  took  this  combined  rail  and  water  route, 
ind  only  50,000  tons  went  by  the  direct  all-rail  route. 
The  Hamburg-Berlin  trade  is  a  comparatively  new 
ievelopment,  the  shipments  by  this  roundabout  route 
i^ving  averaged  only  14,000  tons  a  year  in  the  period 
:vig  to  1S94.* 

Finallv.  one  mav  observe  of  the  total  trade  of  the 
Ruhr  district,  which  in  1900  amounted  to  52,652,000 
t -ns,  that  not  less  than  25  per  cent  entered  and  left 
the  district  by  way  of  the  river  Rhine.f  The  dispro- 
r-^rtiunate  share  which  the  Rhine  gets  of  the  traffic 

t  other  particular  districts  within  its  sphere  of  in- 
■^-trnce  is  set  forth  in  another  place.  It  may  be 
r.tnlioned  here  that  of  the  general  trade  between 
'irmiany  and  Holland  49  per  cent  of  the  exports 

•  M'B;;'h<rT  />!/  \\'*iMfru*irtkuhaftlicki  Vorhge :  and  Hau%  Jer  Ah- 
:* "Snrttm,    iktenituf^k,  .\\\  jo.\  May  24,  iS*)^ 

•  '■-•j.'j:.*!*  u>r  i-uiUrhfAff^unf^  auf  Ihu/yihrn  htsenhahnen,  Pttick  t'er- 

*■•    T.r    /  ^rtH-  >.  '.tff.i'if  /,    19JO.      (oinparc  aUo  Ssmphcr:    /Ue  li't'fk- 
-  '-     .  <.■  />/j\Miufi£  del  HhtiH-Elbe  A\tnals. 
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and  82  per  cent  of  the  imports  go  by  water.*  The 
railways  are  especially  handicapped  in  competing  for 
the  carriage  of  imported  commodities,  because  the 
Goveniment  holds  that  they  should  not  neutralize 
the  protective  duties. 

The  distribution  between  the  railways  and  the 
Elbe  of  the  traffic  between  Hamburg  and  what  is 
known  as  the  Upper-Elbe  territory  affords  another 

example  of  the  perverting  influence 
thtRaii^'^'  o^   t*"^   existing  scheme   of  railway 

charges.  The  territory  here  referred 
to  includes  the  region  lying  along  the  Elbe  to  the 
Bohemian  frontier,  the  region  along  the  Havel 
and  the  Spree  to  Berlin,  and  the  region  along  the 
Oder  to  Breslau  in  Silesia.  These  points  are  reached 
by  vessels  which  carry  an  average  load  varying,  on 
different  parts  of  the  system,  from  200  to  450  tons. 
The  railway  that  serves  all  this  territory  is  known 
as  the  Berlin-Hamburg  railway,  and  under  the  ri- 
gime  of  private  railways  the  value  of  the  freight  car- 
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Tied  by  it  vastly  exceeded  the  value  of  the  freight 
orried  by  the  Elbe.  Within  a  few  years  after  the 
natioDalization  of  the  railways  and  the  curtaihnent 
of  special  rates  the  situation  had  been  reversed.* 
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For  example,  in  the  period  from  1891  to  1S95  the 
annual  value  of  the  river  traffic  was  848,000,000 
marks,  while  that  of  the  railway  traffic  was 
731,000,000.  The  traffic  in  food-stuffs,  fuel,  build- 
ing materials,  raw  materials  and  articles  partiaUy 
manufactured  now  goes  almost  entirely  by  water. 
More  than  25  per  cent  according  to  value,  even  of 
such  high-class  freight  as  articles  described  as  "  Kunst 
und  Industrieerzeugnisse,"  goes  by  water.  It  is 
only  in  the  carriage  of  the  highest-class  freight  of  all, 
"articles  of  fashion,"  that  the  railway  has  the  mo- 
nopoly of  the  business  of  transportation  * 

A  change  similar  to  the  one  just  descrified  occurred 
in  the  distribution  of  the  through  freight  traffic  be- 
tween Hamburg  and  Austria.  In  the  seventies  the 
average  annual  numt>er  of  Elbe  vessels  arriving  at 
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Hamburg  from  Laube-Tetschen,  in  the  Austrian 
province  of  Bohemia,  was  176.  By  1882  the  num- 
ber had  become  567.  Upon  the  nationalization  of 
the  German  railways,  the  Austrian  Northwest  Rail- 
way Company  founded  the  Austrian  Northwest 
Steamship  Company,  to  navigate  the  Elbe  between 
Laube-Tctschen  and  Hamburg.  In  a  few  years  the 
prat  bulk  of  the  traffic  between  Austria  and  Ham- 
burg t*td  Bohemia  had  gone  to  the  Elbe*  In  1901 
ihc  Austrian  Northwest  Steamship  Company  was 
operating  nine  express  freight  steamers  which  made 
no  stop  between  Hamburg  and  Laubc-Tetschen. 
In  addition,  it  had  in  commission  2q  steamers  and 
500  barges  for  the  carriage  of  ordinary  through 
faitrht  and  local  freight. 

The  territory  lying  between  Berlin  and  Stettin, 
'T,  the  Baltic  Sea,  is  ser\ed  by  a  railway  which  is 

85  miles  long  and  a  watenvay  which 
ImrJ^^        is  120  miles  long.    The  latter  consists 

of  the  Oder  and  the  Finow  canal. 
The  maximum  capacity  of  the  vessels  that  can  use 

•  T^hfilartuke  VehtrsickUn  Jn  Hamhurf^schen  liandfU  im  Jakre 
•'j>^\  imiammen^fiUllt  X  i*n  dem  KamUUitatiitisiken  Bureau  ;  aod  Statistik 
*rr  Kjm€tert<»rfun^  auf  Deuticken  hiunbahneH^  1900. 

T«>!<s  cr  KiEJCHr  rxciiancro  between  Hambukg  and 

AU!»TRIA-IIt  N<J^RY    IN    I9OO 


>ift::m  vfT*us 


Bv  Rivs«     I      By  Rail 


'  <rram      .     , 701. goo     |      70.600 

•vBtfreuD ;     i3J7«>     \      9«'J*«> 


44  RAILWAY  RATES 

the  canal  is  only  170  tons.  The  canal,  nevertheless, 
has  a  traffic  density  three  times  the  average  traffic 
density  of  the  railways  of  all  Germany,  and  pays 
interest  on  10,000,000  marks,  which  is  five  times 
its  capital  cost.  The  transportation  charges  on 
the  waterway  are  but  one-half  as  high  as  the 
chains  on  the  competing  railway.  The  traffic  of 
the  railway,  therefore,  is  not  considerable,  and  is 
limited  to  certain  classes  of  freight  in  the  transporta- 
tion of  which  the  saving  of  time  is  of  great  impor- 
tance. In  1900,  for  example,  the  railway  carried  into 
Berlin  only  191,000  tons  of  freight,  andcarried  out  only 
86,000  tons.  The  canal,  on  the  other  hand,  brought 
to  Berlin  more  than  1,000,000  tons  of  freight.* 

Stettin  is  the  only  Prussian  port  of  importance. 
It  has  of  late  been  losing  business  to  Hamburg,f  and 

•  V.  Kuri  'm  Jakrhtucker  futr  ffativnalftieittmie,  Norember,  1901. 
t  Sttttim  Handtl,  InduOrit  tmd  Stkiffakrt  im  Jakrc  iSijfj.    (Ouunbei 
of  Commeice  Report.) 
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&is  fact  causes  the  Prussian  Government  much  dis- 
quietude. The  Government  does  not  deem  itself 
at  Uberty,  however,  to  remedy  the  evil  by  giving 
Stettin  lower  railway  rates,  which  would  ofiFset  the 
advantage  accruing  to  Hamburg  from  recent  im- 
provements in  the  waterways  between  Breslau  and 
Berlin  and  Hamburg.  Such  a  ready  solution  of  the 
problem  is  not  possible ;  for,  while  the  Prussian  Gov- 
cmment  and  the  German  people  generally  believe 
it  1  patriotic  act  to  cut  railway  rates  against  foreign 
cities,  such  as  Rotterdam,  they  would  not  approve 
any  departure  from  their  uniform  system  of  rates 
1  ■>:  the  purpose  of  strengthening  one  German  city 
3.-  af;ainst  another.  But  what  may  not  be  done 
thrDugh  the  agency  of  the  railways  may  be  attempted 
throujjh  another  agency.  The  Prussian  Govem- 
■r.vnt  proposes  to  build  between  Berlin  and  Stettin 
1  new  waterway,  at  a  cost  of  41,000,000  marks,  which 
^hill  carry  vessels  of  a  capacity  of  650  tons.  It  is 
>!icved  that  the  transportation  charges  on  the  new 
"itcrway  will  average  0.381  cent  per  ton-mile,  in- 
:/-'ling  canal  tolls  and  port  charges.* 

I.n  1800  Upper  Silesia  exchanged  by  means  of  the 
'^tatc  railways  and  the  river  Oder  2,092,000  tons  of 
:>t:zhi  with  Berlin,  the  Province  of  Brandenburg 
i."  i  Hamlmrg.     In   the  followinR  year  the  Odcr- 

•  /<i/?.  ♦••1^/  fuer  Btnnenukiff,ihri,  1901,  Hefte  2  ami  6,  ami  supple- 
=f«  ••  !lrft^  4  an-J  t; ;  /.ntung  dei  Vereim  Ptutuher  Eisenbahnxer* 
»'  '■«rni.  KrSr-janr  an.  IQOI  ;  aiii!  Beruhte  utbir  Sttttins  Handtl^ 
'•Jmi.'^iF  mnJ  JS«4i^aAr/,  current  iiaues. 
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Spree  canal  was  opened,  and  the  volume  of  traffic 
exchanged  between  the  two  regions  rose  to  2,662,000 

tons.    That  increase  was  due  to  the 

Silesia     ^^  ^^^  ^^^*  ^^^  ^^  water  traffic  rose  from 

243,000  tons  to  871,000  tons,  a  rec- 
ord which  was  further  increased  to  1,256,000  tons 
in  1896.  In  1897  the  Oder  was  deepened  and  im- 
proved, so  as  to  carry  vessels  with  a  capacity  of  450 
tons,  and  the  water-borne  traffic  thereupon  rose 
to  1,798,000  tons  in  1899.  Meanwhile,  the  traffic 
exchanged  by  rail  had  actually  fallen  from  1,849,000 
tons  in  1890  to  1,746,000  tons  in  1899  * 

The  foregoing  review  has  shown  that  in  the  ter- 
ritories drained  by  the  Rhine,  the  Elbe  and  the  Oder 
—  the  three  great  rivers  of  Germany  —  the  water- 
ways are  gaining  constantly  and  rapidly  upon  the 


*  Baurat  Sympher:  Zeiischrift  fuer  Binnemchiffahrt^  1900,  Hefte  18 
and  22. 
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railways  in  the  carriage  of  all  bulky  and  long-distance 
frt^ht,  except  in  those  comparatively  rare  cases 
vhere  the  Government  is  willing  to  depart  from  its 
hard  and  fast  scheme  of  rates.  It  would  be  difficult 
to  find  a  more  striking  example  of  long-continued 
impediment  to  trade  and  industry  occasioned  by 
excessi\'e  railway  charges  than  in  the  commerce  be- 
tvccn  Hamburg,  Brandenburg,  Berlin  and  Upper 
Silesia.  WTien  the  pressure  was  removed,  now  at 
ooe  point,  now  at  another,  in  the  manner  indicated, 
the  traffic,  as  we  have  just  seen,  mounted  by  leaps 
ind  bounds.  And  this  is  not  all.  The  facts  show 
that  the  rigid  scheme  of  rates,  devised  and  main- 
tained to  prevent  discrimination,  results  precisely 
in  discrimination  to  a  high  degree  in  favor  of  dis- 
tricts with  waterways,  as  against  those  which  do  not 
^i>>.sess  this  means  of  relief. 

Turning  now  to  certain  more  general  aspects  of 
the  subject  of  the  sharing  of  traffic  between  water- 
T»ay>  and  railways,  and  its  effect  upon  industry,  we 

'i  t:n-»ivt  ptim    fi'^d   ^hat    since    1880   the   rivers  of 
>ymtJUAai/'       Germany,  and  to  a  less  extent  the 
*'"  canals,  have  constantly  grown  in  im- 

p»>rtance  as  factors  in  the  development  of  trade. 
In  the  px?riod  from  1875  to  1900  the  length  of  the 
nier^ays,  in  proportion  to  the  combined  length  of 
»alcr\*ays  and  railways,  fell  from  27  per  cent  to  17 
:*r  cent;  l>ut  nevertheless  the  proportion  of  the 
»atcr  traffic  to  the  total  of  water  and  rail  traffic  rose 
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from  21  per  cent  to  24  per  cent.*  This  change  is 
reflected  in  the  figures  for  the  volume  of  traffic  upon 
the  waterways,  which  rose  from  290,000  ton-mOes 
per  mile  of  waterway  to  1,150,000  tons;  while  the 
density  of  trafiic  upon  the  railways  increased  only 
from  410,000  to  740,000.  It  is  generally  admitted 
in  Germany  that  this  increase  of  the  water  traffic 
was  effected  in  part  absolutely  at  the  expense  of  the 
railway  traffic  ;-\  and  that  this  must  actually  have  been 
the  case  can  readily  be  understood  when  one  con- 
siders the  fact  that,  whereas  the  average  receipts  per 

*S]tnphn:  Der  Verkihr  auf  Devbehen  Waatrilrasun  in  daijahrtn 
iSfS  ""^  '^^S-  ^'  ZuHoAmt  dtr  Binntnschigahrt  in  DuUscMand  vom 
'^5-93:  aod  CentraWlatt  dtr  Bamervialtumg,  M>f  16,  igoo. 
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toQ-mfle  declined  15  per  cent  upon  the  railways, 
during  the  period  in  contemplation,  they  fell  about 
50  per  cent  upon  the  waterways.  At  present  the 
arenge  receipts  per  ton-mile  on  the  total  traffic  upon 
the  waterways  are  about  0.346  cent.  Upon  impor- 
tant groups  of  traffic  they  have  at  times  been  even  as 
bw  as  0.069  cent  and  0.087  cent.  For  example,  in 
1898  the  receipts  per  ton-mile  on  Spanish  and  Swed- 
ish iron  ores  carried  on  the  Rhine  from  Rotterdam 
to  Ruhrort  fluctuated  between  0.069  cent  and  0.374 
cent.  During  the  same  year  the  Rhine  rates  on 
coal  from  Ruhrort  to  Mannheim  fluctuated  between 
C0S7  cent  and  0.31 1  cent  per  ton-mile.  The  ex- 
tfni  to  which  in  general  the  rates  of  the  Rhine  rail- 
way's arc  cut  under  by  the  Rhine  river-craft  is 
i-.iicatcd  by  the  fact  that  from  1887  to  1891  the 
uiats  increased  the  proportion  of  high  class  traflic 
to  their  total  traflic  from  11. 17  per  cent  to  13.06  per 
'rnt:  whereas  the  corresponding  figures  for  the 
'-•iin^  are  10.33  P*^^  cent  and  11.04  pcr  cent. 

I'pon  the  Rhine  the  transportation  charges,  as 
Lnrady  stated,  are  fixed  by  vessels  with  a  capacity 
0:  tKO  tons,  the  largest  vessels  rising  to  2000  tons. 
Trjc  length  of  carriage  per  ton  of  the  freight  varies 
from  125  miles  to  350  miles,  and  the  average  is 
About  200  miles.  In  the  period  from  1885  to  1898 
•.rir  average  receipts  per  ton-mile  were  0.268  cent 
f-T  iron  ores,  0.208  cent  for  coal  and  0.381  cent 
f  jr  grain.     It  will  be  remembered  that  the  railway 
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export  rates  on  grain  begin  with  1.038  cents  per  ton- 
mile  for  the  first  125  mUes  and  fall  to  0.495  <^°t 
for  distances  beyond  250  miles  exclusive  of  termi- 
nal charges.  The  ordinary  rates  per  ton-mile  on 
coal  and  iron  are  0.761  cent.  The  lowest  "excep- 
tion rate"  on  coal  is  0.433  cent,  the  lowest  one  on 
iron  ores  is  0.519  cent,  and  the  lowest  "exception 
rate"  on  iron  and  steel  is  0.415  cent.  The  lowest 
rate  of  any  sort  in  force  on  the  railways  of  Germany 
is  0.346  cent  per  ton-mile  for  distances  beyond 
218.5  tiiilcs.  It  applies  to  certain  calcium  salts  used 
in  the  manufacture  of  artificial  manures. 

Upon  the  Elbe  transportation  charges  are  fixed 
by  vessels  with  a  capacity  of  400  tons,  and  upon  the 
Oder  by  vessels  of  250  tons;  but  in  the  important 
traffic  between  Hamburg,  Berlin  and  Breslau  (in 
Silesia),  using  the  small  canals  and  rivers  connecting 
the  Elbe  and  the  Oder,  they  are  fixed  by  200-ton 
vessels.*  In  the  two  years  1895  and  1899  the  aver- 
age receipts  per  ton-mile  in  the  long-distance  traffic 
carried  in  barge  loads  upon  the  Elbe  and  Oder 
varied  from  0.176  cent  to  0.657  centf 

Upon  the  rivers  of  Germany,  in  general,  the  aver- 
age receipts  per  ton-mile  on  all  traffic  fluctuate  be- 
tween 0.176  cent  and  0.519  cent;  and  upon  the 
canals  they  range  from  0.346  cent  to  0.692  cent. 
On  the  other  hand,  the  average  receipts  per  ton-mile 
for  the  traffic  carried  by  the  railways  at  "exception 

•  Sympbet :  Die  Wirttc 
f  ZtiUchri/l  fiitr  Binni 
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rves"  in  1899  were  0.893  cent.  During  the  17 
fears  1882  to  1899  these  rates  had  fallen  just 
:?  per  cent«  though  for  8  years  of  this  period^ 
:S&4  to  1892.  they  were  absolutely  stationary  at 
:938>  Throughout  this  period  of  17  years  the 
"exception -rate"  traffic  constituted  no  less  than 
50  to  00  per  cent  of  the  total  traffic.  Of  the  re- 
SAinder  a  large  part,  or  30  per  cent  of  the  total, 
vu  carried  as  '* special  tari£F  III"  class,  the  receipts 
bum  which  remained  stationary  from  1887  to  1899 
&:  Z.0I4  cents  per  ton-mile. 

It  thus  appears  that,  so  far  as  the  development  of 
*irrT*an  manufacturing  and  mining  industries  for 
practically  two  decades  depended  upon  the  growth 
;«*^-ru;  Orr-  of  long-distance  traffic,  and  upon  the 
mtmfAr^mjfmi  traffic  in  bulky  articles  which  can 
.^:4#«f  j//r^u/i   y^^^  Qj^jy  JQ^,  transportation  charges, 

the  Slate  railways  aided  comparatively  little.  In- 
>.Tii.  so  far  as  the  development  of  industrial  Germany 
yrjK-nds  upon  long-distance  traffic  in  compara- 
•.»c!y  low- value,  bulky  articles,  or  upon  traffic  in 
iridcs  of  anv  kind  that  must  be  sold  on  a  narrow 
^.•Tjin  of  profit  in  the  international  market,  her 
sil^ation  was,  and  still  is,  the  waterways.  The  truth 
•i  ihLs  generalization  is  not  brought  in  question  by 
•^t  fdct  that,  in  respect  to  export  sugar  in  1901,  the 
'^"unre  on  the  railwavs  was  reduced  from  !.«;«; 7  cents 

•  K  Hra'A^h :  /">!/  l'frkehrtent:vi>ke.'Hn^  auf  den  M'aiieritraisen 
*«-  - /<-.4t«<if  fie-  /•  tf^- OJerj^ehiUi  .  an<i  Aniiujtl  iiA\xc%  sji  Ar^ht'  fuer 
'"•«*4««a>rir«,  of  D%€  Irrufaiimtfg  Jer  Offfemiiuhen  Ar bitten  tm  J^eus- 
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per  ton-mile  to  0.900  cent  for  the  first  62.5  miles  of 
the  haul,  and  0.71 1  cent  for  that  part  of  the  haul 
in  excess  of  62.5  miles.*  Even  that  reduction  does 
not  meet  the  water  rates  on  sugar,  which  vary  from 
0.280  cent  to  0.657  cent.  The  6,700,000,000  ton- 
miles  of  traffic  carried  by  the  waterways  of  Ger- 
many in  1899,  at  an  average  charge  of  0.346  cent 
per  ton-mile,  paid  275,000,000  marks  less  than  it 
would  have  paid  had  it  been  carried  by  the  railways 
at  the  average  price  received  from  the  "exception- 
rate"  traffic.  That  saving  of  275,000,000  marks  is 
one-third  of  the  total  receipts  of  the  railways  from 
freight  traffic.  But  it  would  be  a  palpable  blunder 
to  measure  in  these  terms  the  real  service  rendered 
by  the  waterways ;  for  the  important  thing  respect- 
ing the  water-borne  traffic  is  that  this  traffic  never 
could  have  come  into  existence  had  it  been  obliged 
to  pay  0.893  cent  per  ton-mile  or  more.  This 
in  turn  means,  without  exaggeration,  that  were  it  not 
for  the  waterways  modern  Germany  could  not  have 
come  into  existence  —  unless,  indeed,  the  Railway 
Department  had  long  since  abandoned  entirely  its 
effort  to  adhere  to  an  inflexible  scheme  of  rates,  andL 
had  gone  over  without  reserve  to  the  practice  o'E 
charging  what  the  traffic  will  bear. 

Ever  since  the  nationalization  of  the  railways  thmc 
river-craft  have  constantly  cut  under  the  inflexible 

*  Zeitschrift  fiur  Binnemchiffahrt,  1901,  Hefte  2,  3  and  5. 


i 


LOCAL  AND   PERSONAL  DISCRIMINATION       63 

nilway  rates  to  such  an  extent  that  the  back-handed 
c&crimmations  of  the  German  transportation  system 
Ducrumtuaum      ^  ^  whole  in  favor  of  cities  and 
tgamsi  Fmnts  noi  districts  with  waterways,  as  against 
m  w^€rm€yi      those  without  them,  have  equalled, 
and  even  in  many  cases  exceeded,  any  positive 
iocal  discrimination  ever  made  by  the  private  rail- 
ways.    Looking  at  the  other  side  of  the  matter,  one 
will  search  in  vain  in  the  history  of  private  railways 
in  Germany  (or  in  the  United  States)  for  an  in- 
stance of    long-continued    adverse  discrimination, 
handicapping   important    traffic  or    traffic    which 
could  have  been  made  important,  that  will  begin  to 
equal  the  discrimination  made,  for  example,  against 
that  part  of  the  German  beet-sugar  crop  which  is  sent 
to  market  over  the  State-owned  railways  of  Prussia. 
In  the  years  1880  to  1901,  when  the  railway  charges 
on  sugar  were  from  three  to  four  times  as  high  as 
the  waterway  charges,  vast  areas  of  Germany  must 
have  been  heavily  handicapped  in  the  production  of 
beet  sugar.      Again,  in  respect  to  grain,  it  is  well 
known  that  like  differences  in  transportation  charges, 
whkh  still  exist,  have  made  farming  lands  that  have 
access  to  railways  only  less  valuable  than  those  that 
ha\-c  access  to  waten^'ays .♦    On  the  other  hand,  it 
»  dear  that  the  cheap  transportation  upon  the  Elbe 
has  had  a  large  share  in  the  extraordinary  progress 

•  V</o  d«  GoUi :    VorUtum^n  mtber  A^arwesen  und  Agrarpclitik^ 
r   U4* 
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made  by  the  Province  of  Saxony  and  the  Duchies  of 
Anhalt  and  Brunswick,  not  only  in  the  manufacture 
of  beet  sugar,  but  also  in  the  distillation  of  spirits 
from  grain  and  potatoes,  the  manufacture  of  oil-seed 
cake  and  the  manufacture  of  artificial  manures  from 
calcium  salts.* 

The  failure  of  the  railways  to  meet  the  rates  made 
by  the  river-craft  results  in  still  another  particular 
form  of  local  discrimination,  and  that  is  in  respect 
to  trade  proper,  as  contrasted  with  manufactures  and 
farming.  Bremen  is  as  near  the  centre  of  the  beet- 
sugar  industry  as  Hamburg,  but  it  has  practically  no 
export  trade  in  sugar.  In  the  two  years  1898  and 
1899  there  were  carried  into  Hamburg  by  way  of 
the  Elbe  1,843,000  tons  of  crude  and  refined  sugar; 
by  way  of  the  railways,  48,000  tons.  In  the  same 
years  there  were  carried  into  Bremen  by  way  of  the 
Weser  (a  much  smaller  river  than  the  Elbe)  45,000 
tons  of  sugar ;  by  way  of  the  railways,  10,000  tons.t 

Down  to  1877  Bremen  had  the  monopoly  of  sup- 
plying Germany  with  petroleum  imported  from  the 
United  States.  In  that  year  the  vessels  upon  the 
Rhine  and  the  Elbe  began  to  carry 
%rJ^umTr<^  petroleum,  and  by  1885  Bremen  had 
lost  to  Hamburg  its  trade  in  petro- 
leum with  Austria,   Saxony,  Berlin  and  the  whole 

•  Zeiluhrift  fuer  Binuenschiffahrl,  1901,  supplement  to  Heft  4. 

fS/atiitit  dcs  Dtuticlien  Reiihs,  Neue  Falge,  Bacnde  135  and  131; 
Dii  Binnemchiffahrt  im  Jahri  iS^  und  im  Jakrc  /Spy;  utd  Statistic 
titr  CtieUrbtwigung  auf  Deulsckta  EUtnbahnin,  1S99. 
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region    reached    from    Hamburg   by   way   of    the 
Elbe*     The  leading  Bremen  importers,    Messrs. 
Riedemann  and  Schuette,  tried  to  save  their  trade 
with  the  territory  lying  along  the  Rhine  by  establish- 
inf;  a  branch  at  Rotterdam.    The  Prussian  Govern- 
ment, unwilling  to  see  the  city  of  Bremen  lose  trade 
ID  a  foreign  city,  thereupon  gave  Messrs.  Riedemann 
and  Schuettc  cut  rates  from  Bremen  to  the  territory 
along  the  Rhine  and  to  southern  Germany.    This 
importing  house  had  already  initiated  the  practice 
of  carrj'ing  oil  from  America  in  tank- vessels ;  and  by 
means  of  the  economies  thus  effected,  together  with 
the  sjKTcial  rates  given  by  the  railway  on  oil  shipped 
r*  tank-cars,  it  was  enabled  to  retain  a  fair  hold  upon 
ihc  Rhine  trade.     Indeed,  by  the  use  of  tank-cars, 
Messrs.    Riedemann    and    Schuette   even   regained 
some  of  the  trade  with  the  Elbe  territory.     In  1890, 
however,  the  German  representative  of  the  Standard 
Oil  Company  put  a  fleet  of  600-ton   tank-vessels 
ufjon  the   Rhine,   Elbe    and    Oder,   and  took  the 
iTdtTic   in   {)etroleum  away  from   the  railways  en- 

*  k.  Schnciticr  :   Dtr  PetrcleumhandiL 
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tirely.*  To-day  that  part  of  Germany  lying  along 
the  Elbe  and  the  Oder  is  supplied  with  petroleum 
by  water  from  Hamburg;  and  that  part  along  the 
Rhine  is  supplied  from  the  Rhine  ports  lying  between 
Rotterdam  and  Mannheim,  the  latter  point  being 
the  head  of  navigation  for  sizable  vessels.  All  along 
the  waterways  of  Germany  are  maintained  supply 
points,  from  which  oil  is  distributed  to  the  cities  and 
districts  that  have  railways  only.  Under  this  prac- 
tice, the  Weser  not  being  an  effective  waterway, 
Bremen  has  been  reduced  to  a  mere  local  market 
for  petroleum,  t 

Similar  discriminations  exist  against  Bremen  in 
the  general  trade  with  Austria-Hungary,  as  well 
as  in  the  import  trade  in  petroleum.    In  1900,  for 
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ezaunple,   the  traffic   exchanged    by   rail    between 
Bremen  and  Austria-Hungary  was  only  64,cx>o  tons. 
In  that  same  year  the  traffic  exchanged  by  way  of 
the  Elbe  between  Hamburg  and  Austria-Hxmgary 
was   1,036,000  tons.    Cheap  water  transportation 
enabled  Hamburg  to  make  larger  and  more  widely 
ramified   trade  connections  with  Austria-Hungary 
than  Bremen  was  able  to  make.    Therefore,  one 
is  not  surprised  to  learn  that  even  the  freight  ex- 
changed  by  rail  between  Hamburg  and  Austria- 
Hungary  was  nearly  three  times  as  large  as  that 
exchanged  by  rail  between  Bremen  and  Austria- 
Hunpar)' .♦    A  further  indication  of  the  extent  to 
which  Bremen  is  handicapped  by  the  absence  of  an 
rfficient  waten^-ay  to  connect  it  with  the  interior  of 
Germany  is  found  in  the  fact  that  Bremen  ships,  in 
vessels,  by  way  of  Hamburg,  Emden  and  other  Ger- 
man ports,  18  percent  of  the  food-stuffs,  21  per  cent 
^f  the  raw  materials  and  22  p)er  cent  of  the  manu- 
fxctured  articles  which  it  sells  into  the  interior  of 

Germanv.t 
The  three  or  four  fold  greater  charges  for  trans- 

ifsmmJkrxm  Ar-  portation  by  rail  than  for  transporta- 
•mej  m  dreai  lion  by  watcr  has  also  had  the  effect 
i  '•^  ^^'''^  of  concentrating  along  the  water\va\'s 
the  business  of  buying  and  selling  grain,  as  well  as 


•  ^^utttnk  der  Cuiterheu-tptng,  etc.;   and  Tabellariuhi  CeUrsicMt  Jts 
Htmhtrriuken  //anJels^  etc. 

t  jJkrhmk  fmer  Bremudu  SiatiUik^  190a 
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the  manufacture  of  flour.*  It  has  made  Mami- 
heim  the  most  important  wheat  market  of  con- 
tinental Europe.  In  this  trade  Mannheim  now 
enjoys  wholly  exceptional  advantages,  for  she  has 
virtually  become  a  salt-water  port.  A  lai^  part  of 
the  freight  imported  by  way  of  Rotterdam  is  trans- 
ferred from  the  ocean-going  vessels  directly  to  the 
Rhine  vessels,  and  pays  neither  commission  charges 
nor  warehouse  charges  in  Rotterdam-f 

In  each  of  the  three  years,  1898  to  1900,  Mann- 
heim took  from  the  Ruhr  district  by  way  of  the  Rhine 


*  p.  Hoht;  Die  EHtwidUltiiig  da  Gmiitlriiba  in  drr  Gitrtiit 
MutUerti  DtnOcUandt;  and  ZtUing  da  Vrrtim  Drutscktr  Eiieniaiif 
vtrmaituiigen,  JnlT  3(V  1898.  ytrbmd/iiiigen  da  Lan^tittni^aintt, 
1899,  No.  15. 
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an  a^-erage  of  2,400,000  tons  of  coal ;  *  by  way  of  the 
nilwa}^  it  took  less  than  25,000  tons.     In  the  same 
period  it  obtained  less  than  icx>,ooo  tons  a  year  from 
the  Saar  district,  though  the  latter  is  less  than  half 
IS  far  from  Mannheim  as  is  the  Ruhr  district.f    The 
rrport  of  the  Mannheim  Chamber  of  Commerce  for 
1S95  explained  the  anomaly:  the  State  railways  from 
the  Saar  district  maintained  a  hard  and  fast  rate  on 
coal,  whereas  the  Rhine  vessels  from  the  Ruhr  dis- 
trict adjusted   their  rates  to  the  exigencies  of  the 
market.    This  made  the  margin  of  profit  so  much 
Urecr  on  the  Ruhr  coal  that  it  was  not  worth  while 
K«r  ihe  Mannheim  merchants  to  handle  Saar  coaLJ 
In  iQoo  the  total  receipts  of  freight  at  Mannheim 
Tiainly  from   points   below,  up   the   Rhine)   were 
:  ;55,ooo  tons  by  water  and  1,460,000  tons  by  rail.§ 

•  t^f  Pimmrm'S^AiJTaAr/,  current  issues. 

\  K  HrubAch  in  Eistnhahntartfe  unJ  Waiserfrachten  ;  and  Zeitumg 
*'■  Vr^nni  l^ffuiuker  /•tstmhakmeruHjItungfn,  October  21,  1 899;  also 
^  x;he-     /'i/  li'trthsck^ifthKkf  Bedeutung^  etc. 

t  j  I^ndi^f:  Dtr  Kkem  m  ainer  Uckniicken  %ind  wrtkschaftluhen 
^•n^fr:  au^k  xtrkekrstarifartsiken  BfJfutMHg;  Siahstik  dtr  CutUT' 
r>^unf  ^mf  f^rmttikrm  hitrHhahniH,  etc.,  1900  ;  %ZiA  Jahrei-Birukt  der 
'%f^i  ^mmtjsifitt  fuer  dit  Nkiim-Stkiffakrt^  19OO. 
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In  the  same  year  there  were  shipped  (to  points  fardier 
in  the  interior)  by  water,  990,000  ttms;  by  rafl, 
3,812,000  tons.  Mannheim,  by  reason  of  its  pecul- 
iar situation,  is,  of  course,  an  extreme  example  (rf 
local  discrimination  due  to  the  faflure  of  the  railways 
to  meet  the  transportation  charges  of  the  waterways. 
But  that  does  not  make  the  foregoing  figures  any  less 
instructive,  as  illustrations  of  local  discriminations 
in  respect  to  trade  centres  resulting  from  this  cause. 
In  the  course  of  the  proceedings  of  the  commit- 
tee of  the  Diet  appointed  to  report  on  the  Gov- 
ernment canal  bill  of  1901,  Mr.  Sympher,  as  the 
Government  Con-  representative  of  the  Government, 
tret  concentrates  spoke  of  the  "well-known"  fact  that 
Trade  and  sos^    manufacturing    enterprises  as 

^^  were  not  established  in  the  immediate 

vicinity  of  coal  or  iron  mines  were  forced  to  seek 
location  upon  the  waterways.  The  waterways  en- 
abled the  manufacturers  to  obtain  their  raw  materials 
at  prices  not  materially  higher  than  those  current  in 
the  coal  and  iron  districts.  The  buQding  of  canals, 
Mr.  Sympher  argued,  would  decentralize  industry  and 
would  check  the  further  congestion  of  population  in 
the  present  industrial  centres.*    In  1879  the  Govcm- 


Eitangen,  in  BaTiria,  staled  (bat  the  eiecntion  of  the  1 
icheniB  would  prcnre  dindrantageoiu  to  Baviru.  The  iDdotfries  tint 
would  locate  along  the  proposed  canals  would  biTC  such  advatittfe*  tbtt 
the  competing  Bavarian  indnitnc*  woolc]  have  to  Imtc  Buaria  and  ledt 
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mcnt  of  Prussia  had  asked  permission  of  the  Diet 
to  buy  the  railways  in  order  that,  among  other  things, 
it  might  decentralize  industry  and  check  the  growth 
of  large  cities;  now,  in  1901,  it  asked  permission  to 
parallel  the  main  railway  lines  by  canab  in  order  to 
accomplish  the  same  object. 

The  Prussian  Government  has  been  fairly  suc- 
cessful in  limiting  direct  personal  discrimination 
upon  the  railways,  as  contrasted  with  local  discrimi- 
nation. Indeed,  in  the  American  sense  of  the  term 
there  is  no  personal  discrimination  —  that  is,  dis- 
crimination effected  by  means  of  secret  rates;  but 
there  is  considerable  difference  between  the  charges 
on  small  shipments,  on  s-ton  shipments  and  on 
lo-ton  or  car-load  lots.*  These  differences  are  of 
5uch  importance  that  small  shippers  frequently  give 
their  freight  to  "forwarding  agents,"  with  the  under- 
standing that  the  latter  may  delay  shipment  until 
they  shall  have  collected  a  s-ton  or  lo-ton  lot. 
The  forwardmg  agents  share  with  the  shippers  the 
difiFerence  between  the  parcels  rate  and  the  car-load 
nic,  retaining  for  themselves  one-half  to  two-thirds 
of  the  difference.  Down  to  1897  they  acted  as  mid- 
dkmen  for  about  20  per  cent  of  the  parcel  shipments ; 
but  since  then  the  percentage  has  fallen  to  11  or  12, 
the  railway  rates  on  parcels  having  been  lowered. f 

•  Arcktv  fmer  Eiunhaknen^  1 900,  Heft  2.     Gsnoparc  alto:  The  Rail- 
'^t^GmrtU,  Febnianr  15,  1899. 

*  Zntmmg  det  Verrimt  Diuticher  FAsinhaMnverwaltungtn^  June  4  and 
15  aad  Jalf  J,  6  and  27,  1898 ;  and  Siatistik  der  GmiierUmegumg,  etc 
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In  1899  not  less  than  90.7  per  cent  of  the  freight 
carried  by  the  railways  was  delivered  to  them  in 
lo-ton,  or  car-load  lots.  Car-load  traffic  is  obviously 
Discrimination  in  handled  much  more  economically 
Favor  of  Large  than  Icss  than  car-load  traffic,  and 
Shippers  (jjyg   jjjg  practice  of    granting    the 

favor  of  a  lower  rate  per  car-load  to  the  whole- 
sale shipper  is  of  great  value  to  the  Railway  De- 
partment. As  the  carrying  capacity  of  the  cars  is 
increased,  the  weight  of  the  car-load  consignment  will 
have  to  be  raised  proportionately,  or  the  capacity 
of  the  enlarged  car  will  not  be  fully  utilized.  The 
failure  to  raise  the  minimum  quantity  of  freight 
constituting  a  car-load  lot,  when  the  is-ton  cars 
were  introduced,  was  mainly  responsible  for  the 
fact  that  the  proportion  of  the  carrying  capacity  of 
cars  utilized  fell  from  49  per  cent  in  1890  to  45.4  per 
cent  in  1899.*  On  the  other  hand,  to  raise  the  car- 
load lot  from  10  tons  (where  it  stands  at  present)  to 
20  or  30,  would  materially  increase  the  discrimina- 
tion between  the  small  shipper  and  the  large  shipper. 
Unwillingness  to  make  so  great  a  discrimination 
is  probably  one  reason  why  the  Government  is  loath 
to  introduce  modern  cars  of  greater  capacity.f 

•  Ziitung  dri  Vtrtim  Dttitscher  EiutibahnverviaUungen,  February  2C^ 

t  The  waterway?  hive  had  a  distinct  advantage  in  respect  to  flexibilitjr 
in  adjuBling  rate^  witli  lu^ard  to  the  specific  ecunomiei  of  the  transpor- 
tation business.  Thus,  in  the  20  years  ending  with  1897,  the  average 
capacity  of  the  vessels  on  the  waterways  was  increased  from  80  to  160  toni, 
■nd  at  the  same  lime  ■  considerable  improvement  was  effected  in  the  Uttli- 
lation  of  space  or  carrying  capacity.     This  ia  ihowD  conclimvclp  b;  the 
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Just  as  the  boldest  innovations  of  the  Railway 
Dqiartment,  in  modification  of  the  hard  and  fast 
scheme  of  rates  in  general,  are  made,  as  we  have 
seen,  in  cases  where  pressure  from  the  outside  world 
compels  action,  so  in  this  matter  of  discrimination 
between  the  large  and  small  shippers.  The  Railway 
Department  has  gone  far  m  such  discrimination  in 
I  number  of  instances  of  extreme  competition  with 
English  and  French  articles  of  commerce.  In  the 
f^rneral  coal  traffic,  for  example,  there  is  a  tendency 
to  require  a  minimum  consignment  of  45  tons.  In 
the  particular  coal  traffic  to  the  foreign  ports  in  Bel- 
gium and  Holland  and  to  the  domestic  ports  (and 
considerable  industrial  centres)  of  Bremen  and  Ham- 
burg, which  are  common  markets  for  English,  French 
md  German  coal,  progressive  rebates  are  given  for 
•J)e  shipment  of  a  specified  number  of  train-loads  p)er 
week,  each  train-load  to  consist  of  from  2cx)  to  3CX) 
tons.*     In  other  cases  in  the  coal  trade,  the  special 

*L*  *.^t,  while  the  aggregate  capacity  of  the  river  and  canal  fleet  was 
V  Tr%teA,  through  more  boats  and  larger  boats,  by  14^  per  cent,  the  total 

L*.      smed  was  increased  by  159  per  cent     Zeitschrifl  fuer  Bimmen' 

*  fikru  iqoo.  Heft  8, 
*  »  rrkamMmmgem  dit  LamJtseisenhakmratSt  1 900,  No.  4. 

f'-   %!    SMXYTMl*   FR<»M    Rl'IIR    DISTRICT  Ti^    RoTTRRDAM   IN    I9OO 


-.  Rbkats  rex  Tom 


!t  :a;t<«ad  I'^s 40<sooo  nil 

!•  "tr  i.ar*l'»a-l  lots ;^<\cxxi  19 

t  v»;o.!  » 1  l-ts i,S7;,'xx)  40 

la  the  traffic  to  i{el|;ian  ports  the  rebates   for  train>load  shipments 
Tift  1 5  ccnu  per  ton. 


64  RAILWAY  RATES 

rates  are  given  in  consideration  of  the  shipment  of  a 
specified  quantity  per  year,  as  in  the  traffic  from 
Silesia  to  Dresden  and  to  the  Baltic  seacoast  region.* 
In  still  other  cases,  special  rates  are  given  on  condi- 
tion of  a  certain  increase  of  the  trafficf  In  all  these 
cases  the  object  of  the  Government  is  to  enable  the 
German  coal  to  meet  the  competition  of  foreign  coaL 
In  connection  with  the  matter  of  personal  dis- 
crimination, there  is  still  another  feature  of  the  situa- 
tion to  be  brought  out.  The  Prussian  scheme  of 
fVater  Tragic  railway  charges,  as  we  have  seen, 
means  Personal  Operates  to  give  a  retroactive  local 
DucriminaiioH  discrimination  in  favor  of  those  parts 
of  the  country  which  have  waterways.  The  same 
cause  has  the  further  effect  of  bringing  about  new 
forms  of  personal  discrimination,  superadded  to  the 
local  discrimination.  Not  only  do  common  carriers 
on  the  rivers  and  canals  increase  the  size  of  their 
vessels  and  then,  in  order  to  run  them  full,  favor  large 
shippers  more  and  more;  but  also  in  the  regions 
served  by  waterways  the  larger  producers  of  coal, 
iron,  steel,  sugar  and  other  low-priced  and  bulky 
commodities  frequently  own  and  operate  their  freight 
vessels  —  which  is,   of  course,  a  practice   beyraid 

"  VtrhattiSuHgrH  its  LandestUenhahnralj,  I900,  No.  4.  On  cOoditioB 
that  the  aggregate  annual  ihipmenti  of  coal  from  the  Ruhr  district  to 
Paris  ihall  be  not  less  than  75,000  tOM,  the  German  State  railway*  join  the 
Belgian  Stale  rai1wB]n  and  the  French  Railway  da  Notd  in  nuking  a  nbate 
of  14  cents  per  ton. 

t  British  Bloc  Book.  Commerdal  No.  3  (1898).  BemitUi  ft  SUft 
and  Preferential  Railway  Rales. 
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the  means  of  small  producers.    For  example,  Die 
Eibinger  Dampfschiffrhederei  F.   Schichau^   which 
employs  between  5000  and  6000  men,  keeps  in  com- 
mission two  steamers  which  carry  Russian  lumber 
from    Elbing    on    the   Baltic   to   Cologne   on   the 
Rhine,  and  take  back  to  Elbing  iron  and  steel  for 
ase  in   its  works.*     Again,   Die  Gesellschaft  fuer 
Brauerei^    Spiritus    und    Presshejenjabrikation^    at 
Karlsruhe  in  Baden,  sends  its  own  tank  steamers 
lod  tank  barges  to  the  Baltic  seaports  for  the  raw 
%fiai\s  which  it  rectifies  at  Karlsruhe.f 

One  of  the  leading  objects  of  Prussia's  national- 
ization of  the  railways  was,  as  stated  in  the  last 
chapter,  the  desire  to  abolish  or  minimize  railway 
discriminations.  This  should  result,  according  to 
the  Diet's  understanding  of  cause  and  effect,  in 
decentralizing  trade  and  industry,  as  well  as  in 
putting  large  and  small  shippers  on  a  footing  of 
equality.  To  restate  the  matter,  there  was  the  im- 
mediate object  of  doing  away  with  certain  railway 
nte-making  practices;  and  there  was  the  ultimate 
object  of  attaining  thereby  certain  social-economical 
rtsults.  The  evidence  now  before  us  shows  that 
Prussia  has  succeeded  on  the  whole  in  the  first,  but 
has  failed  completely  in  the  second. 


*  It  vM  this  fxnn  tb^t  exhihitcd  the  ttemm-enfnne  which  took  the  6ret 
yni9  at  the  World's  Fair  at  (1iira|^o  and  which  is  now  in  use  in  the 
aife«t  mirim£  estabhthmrnt  at  Minneapolis, 

♦  /niukrifi  furr  Binnenstktffahrt^  1901,  Heft  8;  and  Zeitun^  Jei 
rWri«i  Oemiukrr  hitenhahmvrruHiltMn^n^  I>eceinl)er  2,  1S99  ;  ox  Jahres* 
mmdyerw^itmmftf^rukl  dtr  Handtlikammer  futr  Duiihurg^  1 900. 
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The  making  of  railway  rates  is  now  directly  and 
positively  under  the  control  of  the  Prussian  Gov- 
ernment, and  therefore  personal  discrimination  has 
been  done  away  with,  except  in  those  forms  where  it 
is  compelled  by  technical  or  other  special  conditions. 
Even  more  completely  has  local  discrimination  ,been 
done  away  with,  so  far  as  the  railways  themselves  are 
concerned.  A  decaying  city  which  the  State  railways 
serve  —  a  city  without  natural  or  artificial  water- 
ways —  has  the  consolation  of  knowing  that  it  is 
no  worse  off  than  other  cities  similarly  situated. 
But  the  making  of  the  transportation  situation  as  a 
whole  in  Prussia  is  not  directly  and  pwsitively  under 
the  control  of  the  Government  —  or,  at  any  rate,  not 
so  long  as  the  waterways  are  not  crippled  by  tolls, 
and  the  present  scheme  of  high  and  inflexible  rail- 
way charges  is  maintained.  Up  to  the  present  time, 
as  we  have  seen,  there  is  not  only  failure  to  produce 
decentralization,  but  the  very  opposite  condition  has 
actually  been  intensified;  and  in  addition,  along 
with  the  growth  of  that  traffic  which  is  not  managed 
by  the  Prussian  Government,  there  goes  a  great 
increase  of  personal  discrimination  as  well.  The 
trjiffic  on  the  waterways,  it  may  be  further  observed, 
is  precisely  the  traffic  in  which  personal  discrimina- 
tion is  most  telling  in  effect ;  for  it  is  the  traffic  arising 
from  commercial  transactions  based  on  a  narrow 
margin  of  profit.  Upon  this  water-borne  traffic  the 
advantage  of  the  large  shipper  over  the  small  shipper 
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has  been  steadily  increasing  for  20  years,  and  is 
iiMlay  greater  than  it  ever  was  upon  the  German 
nilwa}^  before  they  were  nationalized.  It  will  in- 
crease still  further,  as  the  canals  are  extended  in 
length  and  deepened,  and  the  rivers  improved.  The 
i^-erage  capacity  of  the  vessels  on  the  rivers  and 
canals  is  now  only  20  tons  less  than  the  average 
train  load,  and  it  is  a  matter  of  common  remark  that 
it  is  becoming  constantly  more  difficult  for  the  small 
producer  or  dealer  to  make  his  shipments  by  water 
sufficiently  large  to  secure  for  himself  the  lowest 
rales* 

But,  turning  again  to  local  discrimination,  we  find 
that,  even  directlv  and  in  connection  with  the  rail 
vnnic  itself,  the  uniform,  levelling  scheme  of  govem- 
rnvTii  charges  has  resulted  in  furthering  concentra- 
tion of  business  and  population,  instead  of  promoting 
dispersion.  As  evcr\'  practical  railway  man  knows, 
rival  commercial  centres  are  dissimilar:  thev  have 
dif^imilar  facilities  for  transacting  business,  and  dis- 
similar [K>wers  for  drawing  and  holding  it ;  and  there- 
f'^rt*  to  treat  them  all  alike  in  rates  would  mean  the 
a!r^->rption  by  one  of  all  the  trade  comfx^ted  for. 
Thus,  in  the  United  States,  FJoston,  Philadelphia, 
Baltimore  and  Xewjx^rt  News,  in  com|)etition  with 
the  great  trade  magnet.  New  York,  for  the  export 
erain  trade,  have  Ix^en  given  a  chance  through  the 

•    /'    \'    *uer  /  i-.^ti^.thnrn,  l«^Jl,   Wvh  2;    an-1   I'lriv-h  :    Stjatsetsem- 
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well-known  trunk  line  "differentials."  In  Gennanj 
on  the  contrary,  Stettin  and  Bremen  have  no  chana 
as  against  Hamburg,  either,  for  example,  in  the  ex- 
port trade  in  sugar  or  the  import  trade  in  petroleum 
Hamburg  grows  apace,  outstripping  all  her  rivals  — 
the  very  thing  the  Prussian  Government,  for  variou; 
weighty  reasons,  desires  to  prevent.  The  Govern- 
ment may  not  grant  differentials  on  its  own  railways 
to  remedy  this  undesirable  state  of  things  (as  private 
raUways  might  and  would),  or  at  least  it  may  not 
grant  them  readily.  The  only  thing  it  may  do  is 
to  try  to  provide  with  canals  the  cities  which  are 
being  left  behind ;  though  this,  in  turn,  as  we  shal] 
see  in  a  subsequent  chapter,  leads  to  fresh  local  in- 
equalities and  charges  of  favoritism.  "Believe  me," 
said  Burke,  "  those  who  attempt  to  level  never  equal- 
ize. .  .  .  The  levellers  only  change  and  pervert  the 
natural  order  of  things." 


CHAPTER  III 

RAILWAY  REVENUE  AND  TECHNICAL  EFFICIENCY 

When  the  Prussian  Diet  authorized  the  Govern- 
ment, in  1*78-79,  to  begin  the  purchase  of  the 
private  railways  of  Prussia,  with  the  design  of  creat- 
inir  a  complete  State  system,  it  was  with  the  under- 
^'Uniling  that  any  surpluses  earned  by  the  Railway 
IXfiartment  should  not  be  used  for  defraying  the 
current  exjK'nses  of  the  State.  Such  surpluses  were 
•"  In*  paid  into  a  sinking  fund,  which  was  to  serve  the 
i-'jJJc  puqK)se  of  a  fund  for  the  ultimate  payment 
:*  the  railway  debt  and  of  a  rcser\'e  fund  to  be  drawn 
->^p.  in  any  year  in  which  the  railways  might  fail 
••  tarn  the  interest  on  the  securities  outstanding 
ij^iin^i  them.  During  the  course  of  the  debate  on 
•*■»  \;irious  l)ills  submitted  to  the  Diet,  in  that  and 
*u!rst<uent  years,  the  Government  rejK*atedly  as- 
^uml  the  Diet  that,  Ix-vond  interest  and  reast^nablc 
^.r.kini;  fun<l  payments,  the  railways  would  not  be 
-^'ir  a  H>urce  of  income;  that  the  State  would 
•^  "-^iVs  manage  the  railways  i)rimarilv  in  the  inter- 
'*■  "f  omimeree  an<l  industry,  and  not  in  the  in- 
tl•^•^^  of  the  budget.     The  forceful  expression  of  a 
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Minister  of  the  Crown  was  that  the  State  railways 
were  not  to  be  managed  like  a  brewery.* 

These  assurances  were  necessary,  for  the  Diet  was 
opposed  to  the  Government  having  an  independent 
source  of  revenue  in  the  form  of  net  railway  earn- 
ings ;  and  it  was  also  unwilling  that  the  Government 
should  run  the  risk  of  disorganizing  the  public 
finances,  by  treating  as  current  income  an  item  sub- 
ject to  such  sudden  and  violent  fluctuations  as  rail- 
way profits.f  Every  one  still  had  the  liveliest 
recollection  of  the  sudden  drop  in  the  net  earnings 
qf  the  railways  of  Germany  from  an  average  of  6.44 
per  cent  during  the  prosperous  years,  1868-72,  to 
4.47  per  cent  in  the  years  of  depression,  1875-79.J 
To  make  the  assurances  good,  accordingly,  the 
Government  proposed,  in  December,  1880,  the  es- 
tablishment of  a  sinking  fund  and  a  reserve  fund; 
but,  as  the  national  budget  proposals  showed  an  esti- 
mated deficit  of  30,000,000  marks  for  the  fiscal  year 
1881-82,  the  Diet  itself  urged  that  it  was  inexpe- 
dient to  begin  upon  these  railway  surplus  funds  at 
that  time.    In  1882,  under  substantially  similar  con- 

•  This  ideal  wu  held  up  to  MiU  exiuing  private  railways.  In  iSSl 
the  Miniitet  of  Public  Worki,  Hetr  von  Maybach,  in  putting  picwure 
upon  Ibe  managen  of  certain  private  railwayiin  Silesia,  in  order  to  obtain 
for  (be  Keueral  public  certain  redactions  in  rates,  reminded  these  manageit 
that,  in  return  for  the  charters  granted,  the  railway  companies  had  aasumed 
duties  to  the  public  which  had  fully  as  much  weight  as  had  the  claims  of 
the  slockholdeis.  Joseph  Kitter  von  KenautJ:  Der  Bergbau  und  JU 
Iltutteainduslrie  van  iMirsMesitn,  1884-97,  P'  '^i-  Compare  also:  Zri- 
tung  dtt  Virtini  Diubthtr  EistniaAnvt'tBallungiH,  August  24,  189S. 

t  finanz-Arckiv,  iSSc:   Das  Eisenbahnguantiegeseti. 

%  AnnaUn  dts  Dtutichin  KtUhi,  iStJ}. 
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diiions  of  deficit  in  the  national  accounts,  the  Diet 
anally  contentecl  itself  with  enacting  that  the  railway 
surpluses  should  \k  use<l  in  paying  off  the  railway 
dibt  at  the  minimum  annual  rate  of  three-fourths 
>f  one  jKT  cent.  The  restrictive  force  of  this  enact- 
rr^ini  was  neutrali/Anl,  however,  by  the  further  pro- 
wsiiin  ihat  any  part  of  the  railway  suqiluses  which 
>h.iiild  \k:  usiil  to  defray  any  public  ex|x*nditures  that 
■^hrnvise  would  have  to  be  met  bv  Icnms,  should  be 
n\MnUil  as  having  Ix^en  virtually  applied  to  the 
li'iuiijation  of  the  railway  debt.  That  is,  this  pro- 
v:^»  nf  the  enactment  made  it  legally  jnissible  for  the 
^i'Vtmment  to  a[»ply  railway  surpluses  to  current 
i\>n?<>  of  the  Stale,  on  the  plea  that  the  alterna- 
t;»'  to  >uch  use*  would  \k'  ihe  issue  of  loans  to  cover 
:  >:tniie>  in  the  current  income.  Thus  was  the 
i-T  lift  oiK.'n:    several  things  led  to  crossing  the 

From  iStfo  to  1S7  J  the  landed  aristcKTacv  of  Prus- 

"ia  '^jKt  ulated   nrklessly  in   agricultural   lands,   Ix?- 

^Mni:  that  wheat  and  the  other  grains  were  to  have 

[K^rmanently  high  prices.  The  great 
. '"V '"'     *""  lan<lholding  families  Ixmght  all    the 

lan<l  ihey  could,  frecjuently  paying 
i'-An  only  one  half  to  one  third  of  the  purchase 
I  •ill-.  Kiting  the  Ixilance  stand  on  mortgage.  Then 
'i^.r  \\\v  <Ti>is  of  iSj.v  with  the  hard  linu"^  that  fol- 
•"1.  ;fid  to  tlii>.  In-Lrinnin;^  in  i-"^;?.  w;i^  added  a 
^'■^'»  of  vear>  of  di.s;i>lrous  harve>ls.     Hv  iStiS  the 
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outlook  had  completely  changed,  with  the  conviction 
that  the  wheat  of  the  Mississippi  Valley  was  to  be  a 
permanent  and  formidable  competitor  of  the  wheat 
raised  in  Germany.  Accordingly,  in  1879,  Bismarck 
brought  the  regime  of  free  trade  to  an  end,  by 
carrying  in  the  Imperial  Reichstag  a  measure  im- 
posing on  wheat  a  customs  duty  of  10  marks  per 
ton.  This  step  was  taken  partly  from  the  desire 
to  help  the  landed  aristocracy,  which  had  always 
been  the  institutional  mainstay  of  the  Crown,  and 
partly  from  the  wish  to  strengthen  the  peasant 
farmers,  who  constitute  the  great  bulwark  of  voters 
against  the  rising  tide  of  socialism.  But  in  order 
to  get  the  non-agrarian  vote  of  Prussia  to  support 
the  Imperial  customs  bill  in  the  Reichstag,  it  was 
necessary  to  promise  in  the  Prussian  Diet  certain 
abatements  of  taxes.  In  1881  the  Reichstag  elec- 
tions went  adversely  to  the  Government,  much  po- 
litical capital  haying  been  made  during  the  campaign 
from  the  rise  in  the  necessaries  of  life  which  followed 
the  duties  of  1879,  imposed  after  the  series  of  Euro- 
pean crop  failures  of  the  preceding  four  years.  It 
thus  became  necessary,  in  order  to  placate  the  non- 
agrarian  element,  to  go  even  beyond  the  promises 
made  in  1879;  and  Bismarck  began  to  cast  about 
for  some  source  of  revenue  that  should  enable  him 
to  make  important  abatements  of  taxes  and  consider- 
able augmentations  of  expenditures.  His  schemes 
for  a  state  monopoly  of  the  distilled  spirits  and  to- 
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bacco  industries  faUed ;  and,  therefore,  to  meet  the 
deficits  when  the  time  came,  nothing  remained  but 
to  turn  the  Railway  Department  into  a  revenue-rais- 
ing machine.^ 

Do^Ti  to  the  close  of  the  financial  year  1889-90 

ihc  proceeds  of  the  direct  and  indirect  taxes,  supple- 

mrntcd  by  the  proceeds  of  the  State's  agricultural 

lands,  forests,  coal  mines  and  salt  works,  sufficed 

to  meet  all  the  expenses  of  the  State,  excepting,  of 

Course,  the  expenses  on  account  of  the  national  debt 

and  the  raUways,  which  were  taken  care  of  by  the 

railway  earnings.      But   in    1890-91    the   Prussian 

i'jfixrit  sh<)we<l  the  effect  of  the  extensive  abatements 

of  taxes  and  augmentations  of  expenditure  of  the 

preceding  years:  and  there  was  no  help  for  it  but  to 

'inw  heavily  on  the  railway  surpluses  for  the  cur- 

nni  ex[>enses  of  the  State.     The  rwluctions  in  taxes 

had  been  made  in  connection  with  the  reform  of 

l-ra!  taxation  and  the  imposition  of  imperial  taxes, 

especially  in  connection  with  raising  the  protective 

'iuty  on  wheat  to  30  marks  |kt  ton  in  1884,  and  to 

:o  marks  |)er  ton  two  years  later.     The  exjx^nditure 

ind  been  increasin:!  l)y  legislation  which  improveil 

the  condition  of  the  civil  ser\ants,  and  of  the  widows 

and  chiklren  of  deceased  civil  s^Tvants,  as  well  as 

b%-  legislation  which  entaile<l  increased  outlays  upon 


•  K'-'ihrTT  V  n  /r!!i';    un*l    Ncukir.h:     Hrfi'i^     '.ih'^r    I^euisiuhrr 
/lA^as     mmJ   Meu/rf^^^itik.      \ti\\\vti  v<n    /ciiit.'    i«  ihc   parli^nicnury 
{  the  Free  (.  «'ntcr\ alive  Ui.ti«'n  wf  the  l'un»cn-ativc  TAfty. 
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the  people's  schools,  the  technical  high  schools  and 
the  universities.  In  the  end  the  budget  was  affected 
adversely  to  the  extent  of  150,000,000  marks  a  year; 
and  the  railway  surpluses  for  the  whole  period  clos- 
ing with  1900-01  were  drawn  upon  at  the  average 
annual  rate  of  89,000,000.  At  the  present  moment 
they  are  drawn  upon  at  the  rate  of  180,000,000  a  year, 
and  there  is  no  immediate  prospect  of  reduction. 
The  direct  taxes  yield  about  160,000,000  marks,  and 
the  indirect  taxes  another  50,000,000.  Were  it  not 
for  the  railway  surpluses,  Prussia  would  need  either 
practically  to  double  its  taxation  or  to  reduce  expen- 
diture by  one-half.* 

Dependence  upon  railway  earnings  being  thus 
firmly  established,  contrary  to  all  the  fair  promises 
made  at  the  beginning,  reductions  of  rates  have  to 

wait  upon  the  convenience  of  those  in 
The  Government 
vcfsua  the  Piopu    charge  of  the  budget,  notwithstandmg 

the  fact  that  the  Government  may 
itself  be  fully  convinced  of  the  advisability  of  such 
reductions  in  the  interest  of  the  public.  For  ex- 
ample, in  May,  1891,  when  the  National  Railway 
Council,  acting  upon  resolutions  of  all  the  District 
Councils  and  supported  by  the  Minister  of  Public 
Works,  reported  that  public  interest  demanded  that 
the  rates  on  iron  ores,  coal  and  coke  be  reduced,  the 

'  Annalin  dcs  Dtuiscken  Kiic/is,  1898  and  1900;  Extracts  from  the 
Reports  of  the  Minister  of  Finance  to  the  King  of  Prussia;  FiHani-ArtlUv, 
1897  and  1900,  R.  von  Kaufmann  ;  and  Die  Venoallung  der  Oifftntliekm 
Arheiltn  in  Prtusstn,  iSgo  bis  igoo. 
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Government  replied  that  the  condition  of  the  na« 
tional  finances  forbade  the  granting  of  any  reduc- 
tions in  rates  that  might  cause  a  considerable 
temporary  loss  of  revenue.  The  surplus  in  the  na- 
tional account  had  fallen  from  102,000,000  in  1890 
to  13.000,000  in  1 89 1,  and  the  year  I892  was  expected 
to  show  a  deficit  of  some  40,000,000.  In  vain  the 
coal  and  iron  interests  made  answer  that  the  freight 
rates  in  question  had  been  stationary  since  1881 ; 
that  in  Germany  the  transportation  charges  consti- 
tuted from  25  to  30  per  cent  of  the  cost  of  making 
pig  iron,  whereas  in  England  they  constituted  only 
10  JRT  cent.  In  i8q3  the  Government  admitted  the 
ncifssity  of  the  reductions  asked  for  in  i8gi,  but  it 
CTdninl  a  reiluction  on  iron  ores  only,  post[X)ning 
action  on  the  ciKil  and  coke  rates  until  the  national 
inances  should  ajjain  be  in  a  satisfactory  condition.* 
Thf  years  1893  and  1894  ended  with  deficits  of 
:>ooo.ooo  and  30,000,000  res|)ectively,  and  i8g6 
cl.isfd  with  a  surplus  of  60,000,000.  Then,  in  1897, 
thi'  freight  rates  on  coal  and  coke  and  numerous  other 
aniclcs  were  reduced. f 

From  1 88 1  to  1895  the  net  earnings  of  the  railways 
avtn^cd  5.35  \KT  cent  annually  on  the  cost  of  the 
railwavs  to  the  (lovcrnment,  a  sum  somewhat  in  ex- 
cess  of  the  original  cost  to  the  companies  which  had 


•  F   I{c3^sch  in  F.ttenhyjhninrife  unJ  li'tSfsrr/r,uJk/fm, 

*  MjL!  mmJ  hi^ttu  I  •«  >  ••nii-iT,    1S91  ;    April    15  iitui  I)cceinl»cr   15, 
>^»2.  Har^h  15,  iVyO;   an  i  January  15,  1898. 
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sold  to  the  State.  In  1896  the  net  earnings  rose  to 
6.75  per  cent,  and  in  the  following  four  years  they 
averaged  7.16  per  cent.  They  have  been  su£Bcient 
since  1880,  not  only  to  pay  the  interest  on  the  entile 
national  debt  (95  per  cent  of  which  is  railway  debt), 
and  to  pay  off  the  debt  itself  at  the  rate  of  about  one- 
half  of  one  per  cent  a  year,  but  also,  as  has  just  been 
shown,  to  contribute  largely  to  the  current  expenses 
of  the  State  * 

To  make  this  favorable  showing,  however,  the 
Government  overreached  itself.  In  the  e^hties 
and  the  early  nineties  it  starved  the  maintenance  of 
way  and  of  rolling  stock,  and  down  to  1895  it  erred 
in  charging  to  capital  account  expenditures  that 
should  have  been  charged  to  operating  expenses.f 

In  consequence  of  the  fact  that  immediately  upon 
the  taking  over  of  the  railways  by  the  State,  the  long- 
distance traiBc  and  the  traffic  in  bulky  commodities 
of  comparatively  low  value  were  de- 
J/Hr^^"^  ^^^^^  .^  l^^eely  to  the  waterways, 
the  Railway  Department  did  not  fed 
the  necessity  of  bringing  the  railways  to  modem 
standards  of  efficiency.  The  result  has  been  that 
the  railwa)^,  since  the  latter  nineties,  have  been 
finding  it  increasingly  difficult  to  handle  the  traffic 


*  O.  Schwarz  and  G.  Stnitz :  Der  Slaatihatuhall  Hnd  die  Fimamtm 
Preusiem,  Vol.  I,  Bk.  VII ;  Dit  EiientahnvtmialtuHg.  The  ■ulbon  bk 
ptomintDl  officiflls  in  ihc  Ministry  of  Finance. 

t  AnnaUn  da  DetUsihtn  Sdcks,  1898 ;  and  Ziittchrtfi  dts  Vtrrinsfiitr 
Binntnachigahrl,  1901,  Hefl  6. 
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that  now  comes  to  them  as  mere  feeders  to  the  water- 
Taj's.  That  traffic  is  now  so  large,  in  places,  that 
it  can  be  handled  only  by  a  modem  railway;  on  the 
other  hand,  a  modem  raUway,  employing  cars  of 
30.  40  and  50  tons'  capacity  and  hauling  freight  in 
train-loads  rising  to  3000  tons  of  paying  freight,  can- 
not live  as  a  mere  feeder  to  the  waterways. 

The  slight  degree  of  efficiency  in  the  conduct  of 
transportation  attained  by  the  Prussian  railways  is 
brought  out  with  force  and  clearness  in  an  article 
by  Mr.  Todt,*  former  Eisenbahndirektiofts-Praesi' 
deni,  whom  German  railway  managers  and  engineers 
hold  in  high  esteem  and  whom  the  Government 
often  quotes  in  Parliament.f  Mr.  Todt  is  arguing, 
in  this  article,  in  support  of  one  of  the  theses  under- 
hing  the  Government's  recent  canal  proposals  — 
namely,  that  the  railways  of  the  Ruhr  district  will 
shortlv  be  unable  to  handle  the  traffic  of  that  dis- 
trict,  and  that  the  only  way  out  of  the  difficulty  is  to 
build  a  canal.  The  Ruhr  district,  he  |X)ints  out,  is 
scncd  by  five  through  lines,  which  arc  equipped  in 
all  with  nine  through  tracks.J    The  traffic  is  grow- 

•  Ztttungdet  Vereim  Dtuhiher  Eiienhahnver-.i^altunii^en^  November  8, 
iWi      Kqirintoi  u  N«i.  I  in  Sammlung  t-om  Stkrifien  tur  Xamalfrage, 

•  /-•lil,  Krtiruary  <i,  1 90 1,  Mr.  v<»n  Miqucl. 

;  Tb«r  \\T\r%  in  iSqq  carried  85,400.000  ton*  <»f  freight,  or  111,500 
■  «•  p^f  mile  of  hne.  In  that  jvirtinn  of  the  tli'ttricl  through  which  the 
''*rTnn»rnt  pr<>iH>«e«  to  huil<!  the  Rhine-Klhe  canal,  the  iraflic  drniity 
•"*?.»  I tOyOOD  tt»n*  i»er  mile  t»f  railway.  See  Siatishk  Jer  iiueterbewe- 
f*^  aw  l^ttf.hen  /•  t'en^ithttrn,  n,uh  rrrk^hf  ^hfitrken  jj^crdntt^  \^^\ 
<•  «!:  *mrr  /■isrmb.iMmzvffft,  Htoi\  Hffl  5:  an<l  /.ntuni^  dei  Vertini 
itmt.Arr  /  t'fm*^hnrfr:c.iitMH^en,  I  )rcrinbcr  12  an-l  Ig,  l«|00. 

/■*er  /  Mamu.ii  of  A'.itirojJM,    If/jo.       The   fitl^burg  and   Ijlke   Kric 
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ing  rapidly;  but  the  Government  is  r^ht,  he  holds, 
in  maintaining  that  it  is  out  of  the  question  to 
build  new  through  lines,  or  to  lay  more  than  three 
additional  through  tracks,  or  to  increase  materially 
the  existing  tenninal  facilities,  although  these  last 
are  scarcely  adequate  for  the  present  volume  of 
traffic.  The  great  rise  in  the  price  of  land  caused 
by  the  extraordinary  industrial  development  which 
began  in  1886-87,  3Jid  continued  with  slight  inter- 
ruptions to  the  close  of  the  century,  has  made  such 
measures  quite  impossible. 

Mr.  Todt  next  states  that  in  the  last  10  years  the 
train-load  in  the  coal  traffic  has  been  raised  from 
400  to  500  tons,  and  that  it  will  probably  reach  600 
tons  in  1910.  The  average  load  of  the  coal  cars  has 
already  been  raised  to  a  little  over  12  tons,  by  the 
introduction  of  cars  with  a  capacity  of  15  tons;  by 
1910  the  lo-ton  cars  will  be  almost  entirely  dis- 
placed, and  the  average  load  of  the  coal  car  increased 
to  a  little  over  14  tons.  The  economy  of  laige  cars 
Mr.  Todt  illustrates  by  saying  that  a  train  carrying 
600  tons  loaded  in  15-ton  cars  would  occupy  50 
per  cent  less  space  than  a  train  of  the  same  weight 
made  up  of  lo-ton  cars ;  and  that  this  is  a  saving 
of  great  importance,  in  view  of  the  fact  that  they 
were  suffering  from  an  insufficient  number  of  through 
tracks,  and  still  more  from  a  lack  of  terminal  facili- 
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ties.  If  the  Government  could  but  make  up  its  mind 
to  adopt  2o-ton  cars,  a  further  saving  of  25  per 
cent  to  30  per  cent  in  track  space  could  be  eflFected  * 
But  he  feared  that  was  out  of  the  question,  for  several 
reasons. 

To  begin  with,  to  replace  the  present  stock  of 
coal  and  coke  cars  with  20-ton  cars  would  cost 
500,000,000  marks  —  double  the  cost  of  the  pro- 
posed Rhine-Elbe  canal.  Besides,  it  would  be 
wasteful  to  discontinue  the  use  of  cars  that  still  had 
from  20  to  30  years  of  life,  to  say  nothing  of  the 
danger  of  overstimulating  the  car-manufacturing 
industry  by  placing  an  order  of  500,000,000  marks 
to  be  filled  within  10  years.  But  of  much  more 
importance  was  the  consideration  that  the  perma- 
nent way  as  a  rule  permitted  a  pressure  of  only 
7  tons  per  car-wheel,  though  on  some  portions  of 
the  main  lines  the  limit  of  pressure  was  being 
raised  to  8  tons.  A  20- ton,  4- wheel  car  would 
exert  a  pressure  per  wheel  of  7.5  to  8  tons,  and  it 
was  entirely  out  of  the  question  to  incur  the  expense 

*  Compare  Organ  fuer  die  Fortichritte  des  Eisenhahnwesens,  1891, 
ErgaentMngsheft, 
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of  raising  the  whole  permanent  way  to  the  8-ton 
standard.*  It  was  true,  indeed,  that  a  20-ton 
car  running  on  two  4-wheel  trucks  would  exert  a 
pressure  per  wheel  of  only  four  to  five  tons,  but 
such  cars  were  so  much  more  costly  than  the 
4-wheel  cars  that  the  Government  could  not  think 
of  supplying  them.  These  arguments  of  Mr.  Todt 
have  been  often  quoted  by  the  Ministers  of  Finance 
and  of  Public  Works  in  support  of  the  Government's 
recent  canal  bills. 

The  dependence  of  the  Government  upon  railway 
revenue,  and  its  unwillingness  to  sanction  heavy  out- 
lays which  would  not  immediately  produce  cor- 
respondingly large  returns,  was  also  responsiUe  for 
the  failure  to  equip  the  railways  of  the  Ruhr  district 
properly,  when  it  had  a  chance  years  ago,  with  third 
and  fourth  tracks  and  terminal  facilities.  There 
were  in  1899,  all  told,  only  75  miles  of  third  and 
fourth  track  upon  the  Prussian  railways,  and  in 
the  Ruhr  district  only  1 1  miles-f    In  other  words, 

*  Compare  aUo  Frofessor  Goenng  in  Zetisckrift  des  Vtrtini  Deutsdur 
Ii^tniture,  Marcb  19,  iSgS  ;   and  S:aM  und  Eiutt.  August  i,  189S. 

t  Statiitik  dtr  im  Bctriebf  btfindhcken  Eiitniainen  DeutifUamit,  tear- 
ieitel  int  Rtuks-Eisenbahn-AmI,  1899. 
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there  is  hardly  any  separation  of  the  different  sorts 

of  traffic  moving  in   the   same   direction:    express 

ind   local    passenger  trains,  ''through"  and  local 

fn^ight  trains,  all  run  on  the  same  track,  as  a  rule, 

even  in  the  Ruhr  district,  which  is  said  to  have  the 

densest  railway  traffic  in  the  world.    Freight  trains, 

therefore,  have  constantly  to  be  side-tracked  in  order 

to  allow  passenger  trains  to  pass;    and  the  time 

during  which  they  are  thus  held  back  is  made  unduly 

kjn^  by  the  fact  that  there  arc  not  enough  stations 

ct{ui|){K*d   with    sufficient    sidings.     If    there  were 

enough  stations  properly  supplied  with  side-tracks, 

friisjht  trains  might  slip  from  one  station  to  another 

fAiwtrn  i)assengcT  trains  that  follow  each  other  com- 

:»arativcly   closely;     but    under   present   conditions 

thty  must  often  wait  for  several  passenger  trains  to 

;a\N  Ixrfore  thev  mav  venture  to  run  to  another  sta- 

tijn.    This  is  the  explanation  of  the  frequent  serious 

Utxks  in  traffic  in  the  Ruhr  district  and  of  the  so- 

'illctl  car  famines,  there  and  elsewhere,  which  pre- 

wnt   the    Railway    Department    from    getting    the 

•"4\imum  use  out  of  its  rolling  stock.     This  is  a 

^^itiT  of  im|H)rtance  lx)th  for  the  railways  and  the 

^mnil  public.     The  rolling  stock  of  the  Prussian 

"-ilways  ri'presc*nts  a  heavy  investment  of  capital 

••^^at  ru^ts  out  almost  as  (juickly  as  it  wears  out ;  and 

■  V  <  n;il  mine  o|HTators,  for  example,  complain  that 

"\  uiilun-  of  the  Railway  I)r|)artmrnt  to  furnish 

ur>  Iriifls,  at  times,  to  such  an  accumulation  of  coal 
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at  the  mines  as  to  necessitate  the  temporaiy  closing 
down  of  their  works.* 

In  the  course  of  the  controversy  over  the  Prus- 
sian Government's  recent  canal  bills,  it  was  sug> 
gested,  as  an  alternative  scheme,  that  the  State 
The  Railwayt  as  relieve  the  congestion  of  traffic  in  the 
Mere  Feeders  to  Ruhr  district  by  building  from  the 
Waierways  ^^^^  ^^  ^^   -^^^  ^  raUway  wMch 

should  carry  freight  only,  and  which  should  be 
equipped  with  cars  of  a  capacity  of  30  and  45 
tons.  It  was  maintained  that  such  a  railway  would 
begin  operations  with  an' annual  traffic  of  21,000,000 
to  22,000,000  tons.  But  Mr.  Todt  met  the  sugges- 
tion by  asserting  that  fully  two-thirds  of  the  traffic 
in  contemplation  would  continue  to  enter  and  leave 
the  Ruhr  district  by  way  of  the  Rhine,  making  use 
of  the  proposed  railway  within  the  district  for  only 
an  average  haul  of  25  miles-f  It  would  be  im- 
profitable,  he  said,  to  spend  a  large  sum  on  a  raQ- 
way  from  the  Rhine  to  the  Elbe,  when  that  railway 
would  be  used  only  at  one  end  —  would  become, 
in  effect,  only  a  30  or  40  mile  feeder  to  the  Rhine 
traffic.  In  that  remark,  Mr.  Todt  put  his  finger 
on  one  of  the  chief  immediate  reasons  for  the 
Government's  canal  project,  so  far  as  it  is  put  for- 


*  Stakl  und  Eitin,  189S,  pp.  165,  689  and  1114. 

t  Zeilung  da  Vtrtint  Dtutsihtr  EistnbaMnverwaltttttgtn,  J»na«ry  3, 
19CX).  Reprinted  under  Ihe  title,  Die  Gurliriain,  in  SammliiHg  vatt 
ScArifitn  zur  Kanalfragi.  Compare  also  Symphcr  ;  DU  WirUuthafltick* 
Bidtutung  dts  Rhiin-Elbe-KanaU,  VoL  I,  pp.  26  and  37. 
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ward  especially  with  a  view  to  meeting  the  exigen- 
cies of  the  situation  in  the  Ruhr  district.  Water 
transportation  in  Germany,  especially  by  the  larger 
rivers,  is  in  the  lead ;  it  takes  much  of  the  profitable 
long-4istance  traffic  from  the  railways,  leaving  them 
impoverished.  To  make  money  and  thus  be  in  a 
position  to  make  itself  efficient,  a  railway  needs 
the  whole  business  arising  from  the  industry  of  any 
particular  region,  like  that  along  the  Ruhr,  and  not 
merely  the  fag-end  of  that  business  within  the 
region  itself. 

In  1894,  before  he  had  become,  in  hopelessness 
of  getting  anything  better,  a  convert  to  the  Govern- 
ment's canal  policy,  Mr.  Todt  made  this  idea  stand 
out  in  the  sharpest  possible  manner.    At  that  time 
he  cited  the  condition  existing  in  the  Ruhr  district 
as  proof  of  the  assertion  that  the  railways  must  be 
allowed  to  make  their  rates  sufficiently  elastic  to 
meet  the  competition  of  the  waterways  and  to  de- 
velop long-distance  traffic*    The  traffic  carried  into 
and  out  of  the  district  by  way  of  the  Rhine  ports, 
Ruhrort,  Duisburg  and  Hochfeld,  he  said,  went  on 
^  average  only  19  miles  by  rail.    The  freight  cars 
engaged   in   this  traffic   made   annually  80  round 
Wps  of  a  little  over  30  miles  each,  or,  in  the  aggre- 
8^te,  2500  mOes,  which  particular  achievement  was 
^  be  contrasted  with  the  60  round  trips  of  175 

ja    '^  ZeUung  dts  Vereins  Deutscher  EisenbahnverwaltUngen^  March  7, 
^4*  and  JanoAfy  199  1898;  ako  Archivfuer  Eisenbahnwesen^  1887. 
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mUes  each  —  or  a  total  of  10,500  miles  —  mt 
the  average  freight  car  on  the  Prussian  railw 
general.  Whether  the  round  trip  was  30  miles 
miles,  moreover,  in  either  case  two  days  mi 
allowed  for  loading  and  unloading.  The  resu 
that  the  work  done  by  a  freight  car  in  the  Rhin 
traffic  was  only  one-quarter  of  that  done  by  tht 
age  freight  car  of  the  Prussian  railway  as  a  ' 
To  put  the  matter  somewhat  differently,  the  a' 
receipts  per  ton-mile  for  the  short-haul  Rhini 
traffic  were  about  2.422  cents,  and  they  bare! 
ered  expenses.  On  the  other  hand,  in  the  col! 
iron-ore  traffic  between  the  Ruhr  district  an 
Saar  coal  and  iron  fields,  which  involved  a  hau 
way  of  220  mUes,  the  average  receipts  per  toi 
were  0.761  cent,  and  they  yielded  a  handsome 
over  expenses. 

Mr.  Todt  concluded  his  argument  with  the 
ment  that  fully  one-half  the  expenses  of  the  Re 
Department  were  incurred  in  paying  interest  ( 
railway  debt,  and  were  independent  of  the  v< 
of  traffic.  One-quarter  to  one-half  of  the  ope 
expenses,  also,  were  independent  of  the  volui 
traffic  —  within  very  wide  limits.  In  other  ■v 
67  to  75  per  cent  of  the  expenses  of  doing  bu 
were,  within  certain  limits,  independent  of  th 
ume  of  business  done ;  and  the  only  means  of  i 
ing  the  cost  per  unit  of  business  done  was  to  in< 
the  aggregate  of  units.     He  drew  attention  t 
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iact  that  from  1887-88  to  1891-92  the  average 
tr^in-load  had  remained  practically  stationary  at 
:  ;q  tons.  That  load  was  most  unsatisfactory,  when 
oQc  realized  that  it  was  considerably  below  the  haul- 
ers? power  of  the  locomotives  and  remembered  that 
*5  Jut  cent  of  the  traffic  of  the  Prussian  railwavs 
•15  carried  in  car-load  lots  of  10  tons.  Unbending 
kihcrencc  to  an  ideal  scheme  of  charges  was  embar- 
fi&sing  the  Railway  Department  in  its  efforts  to  make 
economies  on  the  basis  of  increased  long-distance 
traiSc. 

Since  Mr.  Todt  made  this  argument  (which  was 
*->alffi  in  1898)  the  Government  has  stated  that 
^vtn  the  rate  of  0.484  cent  per  ton-mile  on  the  long- 
"-iijl  cjKil  traffic  from  the  Ruhr  district  to  Bremen 
-  •!  Hamburg  i.*^  profital)le.*  Again,  one  of  its  mem- 
'■^  ha**  lM)inte<l  out  that,  if  the  4,500,000  tons  of 

"al  whith  are  carried  each  vear  from  the  Ruhr  dis- 
-'Ci  lo  H(illancl  in  solid  lhr()U»:h  trains  should  be 
''•iTioi  to  the  Rhine  |K)rts  of  the  district  for  trans- 
''-ivmrnt  to  vessi*!,  ihr  resulting  congestion  would 
>  all  but  unliearable.t  Handling  traffic  which 
^*-:n>  in  the  Ruhr  district  but  g(K»s  through  in  solid 
'^»iin  I'lads  ri<inc  to  j;oo  tons  is  a  verv  different  mat- 
'•^rfrom  handling  traffic  which  goc^s  in  small  lots  and 


• /""n.  '.  .if   '.skrhufAer,  NTav,  iooi.     *^jyfih  !»v  Frrihcrr  vmi  /ci!t- 

■■"■  ••  ■  *♦' .fc  ■    r..  .  iriiati.i-nTArv  I- .i!rr  ■•f  the  I  rn-  <  "-■n'-rrxal-vc   Fa- ti-  n. 

•  ^'  *    •:.'     Kii  li*l.ij:,   I »»  .  -  ih'tt,    i  aw»,  l-y   N!:iii''tt-r    ■!    I'.iM\ 

'    *»«,'■    -    ;■•   ..-••.       I  :t'- 1    in    I  .  1  i*h'-f'"»   /'/'  Krrnnufft  J^ru:  %ht\imJi 

*^-'  '  ef':^fn  ! ^tndtr  unA  Jte  Ko'iUn-H'th. 
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Starts  and  ends,  so  far  as  the  railway  is  concmied, 
within  the  district  itself. 

To  sum  up,  the  technical  situation  in  respect  to 
the  Prussian  railways  generally  (not  those  of  the  Ruhr 
district  alone)  is  such  that  an  expenditure  of  hun- 
Poiuicai  versus  drcds  of  millions  of  marks  (far  more 
Commercial  Rale-  than  is  uecessary  for  the  proposed 
"^  canals)  is  required  to  enable  them  to 

handle  the  increase  of  traffic  that  would  come  with 
such  rates  as  the  present-day  competition  between 
the  world's  great  manufacturing  countries  demands. 
The  financial  situation,  on  its  side,  is  that  the  State 
is  dependent  on  the  railways  for  revenue  apd^ 
deprived,  moreover,  of  the  best-paying  long-dis  jj 
traffic  by  the  waterways.  Naturally  cnougl 
shrinks  from  great  and  expensive  works  which  > , 
times  under  existing  conditions  would  not  pay  J 

But  there  is  no  difficulty  here,  apart  from  poi 
which  is  msurmountable.    To  make  possible, 
out  strain  upon  the  State's  finances,  the  expendJ 
necessary  for  technical  reconstruction,   all  th^„ 
needed  is  a  sufficient  increase  of  railway  can*! 
from  increase  of  traffic  on  all  those  lircs  whicl: 
not  at  present  overburdened.     That  an  enona 
increase  of  traffic  could  be  secured  is  clear  b( 
reasonable  doubt.    The  bulk  of  the  existing  i 
that  now  seeks  the  waterways  would  prefer  tht 
ways  on  anything  like  equal  terms;    and  all 
Germany  lie  resources  either  undeveloped,  oi 
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partially  developed,  for  lack  of  sufficiently  cheap 
transportation  facilities.*  Were  the  Railway  De- 
{xirtment  at  liberty  to  charge  what  the  traffic  will 
btar,  it  could  begin  by  developing  the  more  favorable 
sources  of  traffic,  and  could  from  time  to  time  take 
up  the  development  of  the  less  favorable  sources.  At 
ihi-  same  time,  it  could  be  improving  the  road-bed 
n{ui|>ment  and  terminal  facilities,  step  by  step,  at 
ihijH-  {)oints  where  not  more  traffic  but  better  plant 
isihc  pressing  need.  In  short,  if  it  had  freedom  of 
action,  the  Railway  Department  could  make  one  hand 
wash  the  other,  as  we  say:  it  could  carry  out  a 
^  idmne  whereby  traffic  earnings  and  expenditure 
Id  ap|)ro.\imately  keep  jKice  with  each  other.  At 
*nd  ul  lo  years  (the  lime  set  for  the  building  of 
•.hine  KUx*  canal)  the  railways,  without  seriously 
nng  the  railway  surplusc^s  from  year  to  year, 
be  brought  to  such  a  degree  of  efficiency  that 
could,  even  without  further  improvement, 
•  greater  and  Ix'tter  service  than  canals  ever 
^vc. 

the  Railway  Department  is  not  at  liberty  to 

[  ^.      on  the  Ixisis  of  what  the  traffic  will  lx*ar;  and 

\  cannot  get   the   means  to  relieve  the  con- 

tratlic  in  the  Ruhr  district,  for  the  reme- 

which  the  Rhine  Mllx-  canal   is  j)riniarily 

Similarly,    it    cannot    cumiKte    for    the 


i/S/ 


A;.. 


^y  n  J  J  he  r ;   /he  It'iffhu  h.t^:.'t  h  e  I<r.u  ufu  m^,'  ./ri  Kketn-  AAV- 
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extensive  traffic  now  carried  by  water  to  and  from 
Mannheim  and  Rotterdam,  or  develop  the  now 
insignificant  but  profitable  rail  traffic  between  the 
Ruhr  district  and  Alsace-Lorraine,  as  well  as  between 
the  Rhine  ports  and  Berlin  and  the  eastern  Prov- 
inces. Furthermore,  it  cannot  render  wholly  un- 
necessary the  project  for  a  canal  costing  40,000,000 
marks  between  Berlin  and  Stettin,  though  the  present 
railway  between  those  cities,  far  from  being  over- 
burdened, carries  little  besides  passengers  and  ex- 
press parcels.  In  a  word,  such  is  the  existing  state 
of  affairs  that  it  is  considered  a  less  difficult  and 
revolutionary  proceeding  to  try  to  help  the  industries 
of  Prussia  by  extending  the  system  of  waterways, 
and  making  that  as  efficient  as  possible  (at  the  same 
time  protecting  railway  earnings  by  canal  tolls),  than 
it  would  be  to  make  war  on  the  existing  waterways 
and  so  provide  the  means  for  making  the  railways 
as  efficient  as  possible.  In  the  United  States  war 
to  the  knife  is  constantly  waged  by  the  railways 
against  the  waterways,  and  that  is  one  of  the  chief 
reasons  why  we  have  efficient  railways. 

In  1886  the  Prussian  Government  informed  theDiet 
that  it  cost  the  Railway  Department  on  an  average 
0.353  cent  per  ton-mile  to  handle  freight  in  car-load 
lots,  excluding  a  charge  of  0.443  cent  per  ton-mile 
for  interest  on  the  capital  investment.*    In  1901  it 
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informed  the  Diet  that  the  cost  in  question  was 
0.346  cent,  excluding  a  charge  of  0.173  cent  per 
_  ton-mile  for  interest,  at  the  rate  of 

^^u?n  nai  re£ued  ^^^^^  4  per  Cent  upon  the  capital  * 

In  other  words,  so  far  as  the  average 
of  operating  expenses  per  ton-mile  was  concerned, 
there    had    been    but   the    slightest  improvement 
during  this  period  of  fifteen  years.    The   increase 
of  earning  power  during  the  same  time  has  re- 
sulted, not  from  economies  effected  in  cost  of  carry- 
^g  freight,  but  from  the  huge  increase  in  the  volume 
^f  traffic.     This  last  has  lowered  from  0.443  cent 
to  0.173  cent  the  sum  with  which  each  ton-mile 
^f    freight  was  charged  in  order  to  make  a  total 
^^tum  of   4  per  cent  upon  the  capital   invested. 
This  great  increase  in  the  volume  of  traffic,  in  turn, 
*^3s  been  due  only  in  small  part  to  efforts  made  by 
^^  Railway  Department  to  force  the  growth  of  traffic 
^y  lowering  railway  charges.    In  the  main  it  has  been 
^^  result  of  the  industry,  daring  and  genius  of  the 
^rman  merchants  and  manufacturers,  who  created 
^  all  parts  of  the  world  markets  for  theh:  products, 
^cl  who  have  been  enabled  to  reach  those  markets 
through  the  cooperation  upon  the  rivers  of  Germany 
^<i  upon  the  high  seas  of  a  body  of  men  second 
^    iK>ne  in  progressiveness  and  general  efficiency. 
"•-^^eed,  what  German  shipowners,  shipbuilders  and 

*  Mr.  Sympher  in  ZeiUchrift  fuer  Binnenschiffahrt,  1901,  Heft  10 ; 
^^  Ztihttig  dtt  Vereins  Deutsdur  EUenbahnverwaltungeny  May  4,  1901. 
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sailors  are  accomplishing  upx>n  the  ocean  is  one  of 
the  world's  marvels.  There  is  no  reason  to  suppose 
that  upon  the  land  German  railway  men  have  in- 
herently any  less  business  and  engineering  capacity. 
Without  doubt  under  a  regime  of  Iree  private  rail- 
ways they  would  at  least  acquit  themselves  with 
credit.  As  it  is,  men  like  Mr.  Todt  have  no  chance. 
The  ultimate  and  insurmountable  difficulty  in  the 
Ruhr  district  and  in  the  Prussian  railway  situation 
as  a  whole  is  not  technical  or  financial  —  it  is  po- 
litical. The  Railway  Department  is  not  permitted 
Goverttmetu  Con-  to  couduct  the  busiucss  of  the  Depart- 
ure/ imans  Dis-  mcnt  upon  busincss  principles,  but  is 
tcnu  Tariff  compeUed  to  conform  to  an  ideal 
scheme  of  supposed  equality.  This  pith  of  the 
whole  matter  was  most  pointedly  set  forth  in 
1894  by  the  Minister  of  Finance,  Mr.  von  Miquel, 
when  he  stated  in  the  Prussian  Diet  that  it  would 
prove  impossible  to  retain  the  State  ownership  of  the 
railways  in  Prussia  unless  it  should  be  practicable  to 
make  rates  in  accordance  with  hard  and  fast  rules, 
such  as  those  based  upon  "cost  of  service."  It 
would  be  impossible,  he  said,  to  make  rates  for  par- 
ticular occasions  to  meet  the  needs  of  those  occasions; 
for  rates  made  in  that  manner  were  arbitrary,  and 
exposed  the  Government  to  the  suspicion  and  to  the 
open  charge  of  favoring  one  district  or  trade  and 
handicapping  another.*    Again,    in    1901,    Messrs. 

*  E.  voD  Eynem:  Zioanag  Jakrt  JCanaUtatmffi, 
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Schwarz  and  Strutz,  high  officials  in  the  Prussian 
Ministry  of  Finance,  concluded  their  large  volume 
upon  the  Finances  of  the  Railway  Department  with 
the  statement  that  it  was  out  of  the  question  for  the 
iiovcmment  to  base  railway  charges  upon  the  prin- 
ciple of  charging  what  the  traffic  will  bear.    That 
practice  would  precipitate  a  "measureless"  conflict 
of  intea'sts.     It  would  bring  the  cjuestion  of  railway 
nii-s  into  politics,  by  carrying  into  the  domain  of 
rate-making  the  real  and  imagined  conflicts  of  in- 
terest Ix'tween  the  farmer,  the  trader  and  the  manu- 
facturer:   Ixrtween   the  agricultural   East  and   the 
bluMrial  West :  Ix'twcen  the  large  pnxlucer  and  the 
<mall  pnxlucer;  Ix^tween  the  city  and  the  country* 
That  this  is  no  mere  conjecture  has  Ixrn  made  abun- 
'Unilv  clear  bv  the  evidence  now  before  us.     As  a 
matter  of  fact,  whenever  Ministers  of  State  have 
"-^uuht  in  <k|)art  from  the  existing  scheme  of  rates, 
an«i  lf»  givi-  the  Railway  Department  more  leeway  in 
n>|»ecl  to  charging  what  the  traffic  will  lx?ar,  they 
have  invariably  brought  down  ujM>n  their  heads  a 
*t"!m  of  protests  from  l<x'al  interests  which  puts  all 
thrir   other   measures,    Prussian    and    ImjxTial,    in 
Hfij»anly.     The  res}H)nsibility  for  the  existing  /m- 
>j'v  lies  Ixick  of  Railway  De|)arlment  and   Min- 
isters.    We   have   here  simply  an   example  of  the 
:n*-vitabli'  break-down  of  large  scale  '*C(K)|xTation" 
—  of  an  extensive  enter|)ris<.*  of  Slate  scx'ialism  car- 
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ried  on  by  many  persons  who  are  actuated  by  many 
different  sorts  of  motives  and  who  represent  many 
different  degrees  of  intelligence.  Some  one  indi- 
vidual, acting  eye-single  to  his  own  long-run  pecun- 
iary advantage,  and  dealing  in  full  independence 
as  an  outsider  with  aU  the  persons  to  be  managed 
and  all  the  interests  to  be  hannonized,  is  essential 
to  the  efficient  conduct  of  business.  Government 
may  make  and  execute  general  laws  holding  the 
managers  of  the  world's  business  to  their  long-run 
interest,  which  they  occasionally  lose  sight  of,  ajid 
which  is  the  interest  of  all ;  it  may,  in  several  ways, 
give  them  a  general  assistance ;  it  may  not  undertake 
to  do  their  work  for  them. 


CHAPTER  IV 

THE  RECENT  CANAL  BILLS 

In  the  years  1880-90  the  average  sum  received 
by  the  Prussian  railways  for  carrying  one  ton  of 
freight  one  mile  declined  12.25  P^^  cent,*  and  during 
the  same  time  the  general  level  of  prices  in  Germany 
•til  2  ]K'T  cent.  In  the  years  1890-99  the  jx^r  ton 
:^-r  mile  railway  charges  and  the  general  level  of 
pricis  <l(THni*<l  3  jkt  cent  and  16  per  cent  respec- 
:i\fly.  It  thus  api)ears  that  there  is  no  correspond- 
ence in  (it-rmanv  Ix^tween  the  fall  in  rates  and  the 
fdll  in  prices;  and  a  comparison  of  Germany  and 
the  Tniti-il  States  further  reveals  how  little,  relatively, 
theStatf  railways  of  Prussia  have  done  towanl  help- 
ir.'^  the  country  to  adjust  itself  to  the  general  and 
;v«  »rld  wide  fall  of  prices.  In  Germany,  for  the  whole 
:-rif¥l  1S80  9<),  prices  fell  17.6  jkt  cent  and  rail- 
•Ajiv  charges  fdl  14.7  jht  cent.  In  the  United  States, 
*»n  the  other  hand,  prices  fell  24.3  per  cent  and  rail- 
way charges  41.7  jht  cent.f 

•  /fituf%i^  .if I    Vffeini    Pruti^kft  I'.nenhahn: er^tHjltMnf^en^  March  9, 
I  01. 

•  '^'Kj'//' .'i  i*u*.'f:in  <  f  thf  Hurr.tM  i'f  /..Hi'ttti^  /Vj/.i»'«4,  July,  19OCX 
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This  comparison  is  of  more  significance  than 
might  at  first  sight  appear,  for  Germany  and  the 
United  States  have,  during  the  last  twenty-five  years, 
been  undergoing  the  same  industrial  transfornia- 
tion.  Each  country  is  changing  from  a  community 
primarily  agricultural  to  what  the  Germans  call  an 
Industrie  Stoat;  each  is  constantly  more  and  more 
dependent  on  selling  commodities  on  narrow  mar- 
gins of  profit  in  the  international  market.  In  the 
years  1882-90  Germany  raised  its  share  in  the 
world's  total  import  and  export  trade  from  10.3  i>er 
cent  to  lo.g  per  cent.  From  1890  to  1896  it  made  no 
further  gain ;  but  in  the  four  years  ending  with  1900, 
its  quota  advanced  to  11.8  per  cent.  From  1882  to 
1896  the  share  of  the  United  States  in  the  world's 
international  trade  barely  held  its  own;  at  9.9  per 
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cent;  during  the  four  years  189 7- 1900,  however, 
it  rose  to  10.9  *  Down  to  1893  the  United  States 
was  still  for  the  most  part  an  exporter  of  agricultural 
produce  and  provisions;  but  since  1896,  as  is  well 
known,  it  has  become  a  formidable  rival  of  Great 
Britain  and  Germany  in  the  world's  market  in  many 
kinds  of  manufactured  articles.  Indeed,  German 
men  of  affairs,  in  discussing  the  future  of  Germany, 
are  inclined  to  leave  Great  Britain  out  of  considera- 
tion and  to  confine  themselves  exclusively  to  the 
study  of  the  conditions  of  production  in  the  United 
States.f  But  this  attitude  of  mind  is  somewhat 
recent.    As  late  as  1879  a  number  of  experts  in  iron 

*  Gewerbt  und  HanJei  im  Deutschin  Reich  (Census  Report),  Vol.  119 
^^  Sta/is/iJk  des  Deutschen  Reichs ;  and  Nauticus^  l^l,  Jahr buck  fuer 
*^^^tiichlatuis  Seetnteressen. 

^opomoN  IN  Terms  op  Per  Cent  borne  by  the  Imports  and  Ex- 
k>rts  of  the  countries  named  to  the  total  exports  and 
Imports  op  the  World 
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and  stee!,  sent  from  Germany  to  the  United  States, 
reported  that  the  latter  country  could  not  become  a 
competitor  with  Great  Britain  and  Germany  in  the 
international  steel  and  iron  markets,  no  matter  what 
improvements  should  be  made  in  the  conduct  of 
transportation,  for  the  distance  separating  the  coal 
fields  of  Pennsylvania  from  the  ore  deposits  of  the 
region  of  the  Great  Lakes  was  too  great  to  be  bridged. 
Since  1882  the  population  of  Germany  has  in- 
creased by  11,300,000.  More  than  95  per  cent  of 
this  increase  is  found  in  cities  of  upward  of  5000 
inhabitants,  and  more  than  one-half  in  cities  of  up- 
ward of  100,000.  In  other  words,  nearly  the  whole 
increase  of  population  which  has  taken  place  since 
1882  lives  by  trade  and  industry.  A  large  part  of 
that  trade  and  industry  consists  in  the  importation 
of  raw  materials  from  all  parts  of  the  world,  in  work- 
ing up  these  materials  and  in  exporting  the  finished 
product.  Then,  too,  there  is  much  manufacture  of 
native  materials  for  export  and  some  combination  of 
native  materials  with  foreign  njaterials;  and,  obvi- 
ously, in  all  this  there  is  the  necessity  of  much  trans- 

F.  C.  Habei,  Uiu/icilanii  all  InJiutritslaal. 
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>^rtation  in  onler  to  assemble  and  reassemble  the 
:arts  of  the  final  exportable  goods.  The  value  em- 
":«*lieti  in  these  goods  by  German  labor  and  capital 
>  the  means  by  which  the  othenvise  surplus  popula- 
:^»n  iif  (lermany  is  supix)rted.     The  exports  pay  for 

r.imrts  of  agricultural  products  and  other  provi- 
*i*»ns  to  the  amount  of  one- fifth  to  one-quarter  of 
:r.c  total  consumed  by  the  German  people.*  Should 
!hv  luiance  of  forces  regulating  the  growth  of  exports 
o*mv  U)  Ix'  such  as  to  stop  that  growth,  the  imports 
^f  fixMi-stuffs  —  and  also  of  materials  for  clothing 
irA  shelter  —  would  Ix*  corres|X)ndingly  curtailed; 
i~'i.  as  a  further  necessiiry  consetjuence,  the  recent 

"rriasi'  of  jxipulation  would  Ix'  checked  and  emi- 
rrition  wouM  again  assume  the  pn)jH)rti<)ns  of  the 
x»iniii-s  and  early  eighties.f     Ability  to  compete  in 

•  'i4r*if.  4  i/ri  Dftituhen  li'ir/Asii*t//u'^^»s^  issunl  by  ihc  Institut  fuer 
'^r.n\   A.'  /-rjnk'urf,!,  ,\f,     i'\    //./«./>/  ««•/  dru-fthr^  Drc.  I4,  IQ(>I. 

Ai.i  ft:  kfi  /.ik*f'»i*k  tufr  %ti\  I'^futuke  AVfi  4,  annual  issues;  AnnaUm 
^'    ^  tmt.,krn  Kn.k.^   Nu.  J,  l<.iOl. 
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the  world's  market  is  a  vita!  matter  for  Germany; 
for  it  is  that  alone  which  has  enabled  her  of  recent 
years  to  substitute  the  export  of  manufactures  for  the 
export  of  men. 

To  this  achievement  the  State  railways  have  con- 
tributed in  the  past  practically  nothing.  The  bur- 
den has  been  thrown  upon  private  industry  and  upon 
Raihaayj  contri^  Water  transportation.  The  initial  cost 
ute  Little  to  In-     of  production  has  been  reduced  enor- 

du^truU  Growth      ^^^^^    j^    ^^^^^    ^^^^   ^^^^j^    ^^ 

manufacture,  and  the  charges  upon  the  waterways 
have  been  cut  in  half  ;  whereas  the  charges 
upon  the  railways  have  declined  but  little,  and 
that  little  not  in  the  form  which  would  be  of  the 
greatest  use.  Nor  will  the  railways  be  able  to  do 
much  more  in  the  future  than  they  have  done  in  the 
past,  since  they  are  handicapped  not  only  by  the 
fact  that  they  may  not  charge  flexible  rates,  but  also 
by  the  fact  that  they  have  been  made  a  leadii^ 
agency  of  taxation. 

It  is  considerations  such  as  these  —  in  respect 
to  population,  exports,  the  world's  competition  and 
the  inability  of  the  railways  to  help  —  that  have 
led  the  recent  administrations  of  Prussia  to  advo- 
cate the  building  of  canals,  notwithstanding  that 
the  administrations  of  the  seventies  and  early  eighties 
had  held  that  the  experience  of  Germany  and  oE^ 
other  countries  had  demonstrated  that  canals  di(& 
not  pay,  "statements  to  the  contrary  being  usuall^^ 
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based  on  underestimates  of  cost."*  Said  Prussia's 
greatest  Finance  Minister,  Von  Miquel,  in  the  course 
of  the  speech  in  which  he  announced  that  it  would 
scarcely  be  feasible  to  raise  by  taxation  the  net  sums 
the  Railway  Department  had  been  contributing  to 
the  exchequer,  **  Canals  were  things  of  the  past,  but 
ihev  have  come  back." 

In  1899  the  Government  laid  before  the  Diet  a 
pro{x)sal  to  complete  the  Dortmund-Ems  canal  by 
continuing  it  to  the  Rhine,  at  a  point  near  Ruhrort 
ami  Duisburg,  through  the  centre  of  the  Ruhr  dis- 
trict :    and  to  build  a  second  canal  navigable  by 
\tv<ls  of  (roo  tons,  from  a  ix)int  on  the  Dortmund- 
Km>  canal  to  the  Wcscr,  and  thence  to  the  Ellx' 
ni-ar  Magdeburg.     The  execution  of  the  pro|X)sed 
■<heme  would   have  made,  in  connection  with  the 
rivers  and   existing  canals,  a  continuous  trunk-line 
•*iUnvav  from  the  southwest  to  the   northeast   of 
iiimianv.  with  cross  watenvavs,  or  feeders,   from 
thf  kus>ian  and  Austrian  Ixjrders  to  the  Baltic  and 
the  North  Sea. 

The  argument  in  sup{>ort  of  the  hill  consiste<l  of 
tAo|»arts.+  The  first  allegi'fi  that  the  railways  of  the 
Kuljr  di>trict  had  come  to  the  limit  of  thi'ir  freight- 
corning  rapacity  and  must  U'  sup]»Knu'nte<l  by  a 
<AT,j\.  This  argument  resolved  ilsilf  into  the  finan- 
^•i!  (i)n>i<liraliMn    that    in   the   last    fiw   vcars  the 

*  *'  kf    'M-'   ht  *t%'  iunu'f  en,  I«*i'l,  Hit!  1. 

•  /  <-  r.'M  « ^    ..V     I'ttfin.    JUutiihf    Li*rii,'.ifi»n  i  r^vatlu  Nj^'^ft,  M  arc  hit 
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growth  in  the  net  revenue  yielded  by  the  Railway 
Department  had  not  kept  pace  with  the  increase  in 
gross  revenue  —  that  there  was  danger  of  the  railway 
'  surplus  falling  ofif  considerably,  should  the  Govern- 
ment spend  hundreds  of  millions  of  marks  in  bring- 
ing the  rolling-stock,  the  permanent  way  and  the 
station  facilities  of  the  Ruhr  district  up  to  the  re- 
quirements of  the  growing  trade.  Under  the  cir- 
cumstances, the  Government  preferred  to  turn  this 
embarrassing  traffic  over  to  the  proposed  canals. 
The  second  part  of  the  argument,  and  that  upon 
which  the  Government  ultimately  laid  most  ^ress,* 
was  that  the  agricultural  interests  of  Prussia,  as  well 
as  the  manufacturing  and  mining  interests  of  Ger- 
many as  a  whole,  must  have  lower  transportation 
rates  than  they  had  had  in  the  past ;  that  transporta- 
tion upon  waterways  was  by  nature  cheaper  than 
transportation  upon  raUways;  and  that,  therefore, 
the  raQway  system  ought  to  be  reenforced  by  canals. 
In  support  of  the  contention  that  transportation 
charges  had  been  too  high,  it  was  pointed  out  that, 
notwithstandmg  the  fact  that  the  Ruhr  district  pro- 
duced 39  per  cent  of  the  pig  iron  of  Germany  and 
Silesia  only  8  per  cent,  the  total  traffic  exchanged  by 
rail  between  the  Ruhr  district  and  Berlin  was  but 
one-fifth  as  large  as  the  total  traffic  by  rail  between 
Silesia   and   Berlin.    Again,    though   in    1898   the 

•  BtrichI  der  XVIII  Kommisi 
tints  Gtietiti  bttrtffind  dtn  Ban  ti 
INT  E&t,  etc.,  pp.  4S,  50  ud  84. 
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provinces  of  East  and  West  Prussia,  Pomerania, 
Posen,  Silesia  and  Brandenburg  sold  and  shipped 
by  rail  some  1,500,000  tons  of  timber  and  lumber, 
less  than  30,000  tons  of  this  reached  Rhenish  Prus- 
sia. The  eastern  Provinces  with  difficulty  found  a 
market  for  their  surplus  timber,  while  Rhenish 
Prussia  had  to  draw  more  and  more  upon  foreign 
ccxintries  for  its  supply  *  It  was  stated  by  the  Min- 
ister of  Agriculture  that  the  opening  of  the  proposed 
canals  would  increase  the  net  annual  revenues  ob- 
tained from  the  Crown  forests  by  10,000,000  marks, 
or  25  per  cent.f 

But  despite  this  second  part  of  the  Government's 

in^ment.  fmancial  considerations  came,  in  the  end, 

toixcu|)ya  preclominant  jx)sition.    The  Ministers  in 

i^tmAnd  fxyr         chargc  of  the  bill  projx>si.^l  a  scheme 

'"^^  7-ra*i-     of  graded  canal  tolls,  partlv  for  the 

^h  Xr^  puqx)se  of  making  the  canals  pay  the 

'.\i«a/i  cost  of  their  maintenance,  as  well  as 

the  interest  on  the  money  investcxl  in  them,  and  partly 

for  the  puq)ose  of  regulating  the  comjx^tition  of  the 

valerwavs  with  the  railwavs.     In  other  words,  to 

protect  its  huge  investment  in  the  railways,  the  Gov- 

'Himent  projxised  to  get  and  keep  control  over  the 

^tcs  on  the  watenvavs  bv  means  of  a  scheme  of  tolls 

^  Tettukrtft  fuer  Binnenukiftakrt^  I  oo  I,  supplement  to  I  left  5  and 
■''*f  'i  an-)  II.  v.  Kurv  i-nr  •  if  the  lei'lini;  aulh«>rilirH  ti|hin  the  %taii*. 
"■  •  '  'hr  trafTi-:  uji^-n  thr  m.iterwavs  •^tal'*  tint  qcnv*^"*  t'-ns  i  f  liiniticr 
^**  trr.!  ar.nuailv  hv  wav  i'f  the  I'>altu  .tn>!  t!i<-  Wi-M-r  anil  thr  Rhine  fr>in 
*»mi  I'ruMia  t"  Kheni«h  I'r.tx^ia  anil  \\  i  •^t;  )nl;  i. 

*  L.  TOO  Kyncrn:   AwuHzif^  Jukre  A\inii»'i»tf"i/'/f,  p.  143. 
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on  the  canals,  which  tolls  should  be  raised  or  lowered 
to  suit  the  combined  requirements  of  commerce  and 
the  State  treasury* 

Mr,  von  Miquel,  as  Minister  of  Finance,  added 
in  the  most  emphatic  terms  that  the  Government 
would  not  listen  to  requests  for  reductions  in  rail- 
way rates  from  districts  or  interests  that  thought  the 
proposed  canal  would  put  them  at  a  disadvantage 
£Ls  compared  with  some  rival  district  or  intere^ 
The  RaUway  Department  must  continue  to  have  the 
power  to  make  such  rates  as  were  to  its  advantage. 
Should  the  State  enter  upon  the  policy  of  giving  one 
district  or  interest  reduced  railway  rates,  by  way  of 
compensation  for  a  canal  given  to  some  other  dis- 
trict or  interest,  the  result  would  be  that  the  railway 
revenues  would  disappear  through  the  granting  of 
excessive  abatements  in  railway  charges ;  and  again, 
so  far  as  the  canals  were  concerned,  either  the  Gov- 
ernment's plans  would  be  completely  blocked  by 
sectional  jealousies,  and  canal  building  thus  stopped 
altogether,  or  the  Government,  forced  too  far,  would 
waste  the  State's  resources  upon  the  buUding  of 
unnecessary  canals.  What  the  granting  of  "compen- 
sations" led  to,  the  local  governing  bodies  of  Prus- 
sia had  learned  to  their  sorrow  in  building  highways 
and  "secondary"  or  narrow  gauge  railways.  To 
carry  such   "log-rolling"   into   the  National   Diet 

•  Ziilung  dts  Vertins  Druluktr  Eistnhahnveraiallungcn,  April  11, 
1899,  Mr.  von  Miquel ;  *l»o  February  9  ami  April  37,  1901  ;  >nd  Ztih 
ukriflfiur  Biniunickiffakrf,  I90I,  Hefle  6  ind  tl. 
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would  be  nothing  short  of  disastrous  to  the  public 
ircasun*.* 

Shortly  after  the  Minister  of  Finance  had  taken 
this  uncompromising  stand  on  the  question  of  '^  com- 
pensations/* the  Committee  of  the  Diet,  appointed  to 
consider  the  canal  bill,  reported  adversely.    There- 
upon   his   Excellency,    the    Prince   zu   Hohenlohe, 
I^rcsident  of  the  Prussian  Ministry  and  Chancellor 
of  the  Empire,  who  had  thus  far  taken  no  part  in  the 
debate,  informed  the  Diet  that  the  Government  had 
reconsidered  and  would  take  measures  to  protect 
those  districts  which  should  derive  no  benefit  from 
the  prf>{xjscd  canals.     If  necessary,  he  siiid,  such 
•iisiricts   should    have   reductions   in    railwav   rates 
Ahich  should  counlcrl3alance  the  advantases  accru- 
ing to  their  comiK'titors  from  the  canals.     The  Diet 
then  re>ubmitte<l  the  bill  to  the  Committee,  with  in- 
structions to  investigate  and  rej)ort  ujwn  the  matter 
of  comjK'nsalions.f     Not  long  after,  as  the  Zcitun^ 
in    Vereins    Dcutschcr   Eiscnhahnvenciiltuftj^cn    re- 
pfjUetl,  demands  for  comjK-n.sjitions  came   in   from 
^1  parts  t)f  Prussian  territory  in  such  volume  that 
^t  was  im|K)ssil)le  to  undertake  to  enumerate  them. 
The  representatives   from   Silesia,    who   feared   the 
:'>m{ictition  of  the   Ruhr  imlustries  in   Berlin  an<l 
'thir    common    markets,    wero    mo^t    insistent   on 

* /ft'un^  .-VI  l'f*nn'.  I'^eu!  .het  h  i-fn}A'i*r  fr'iAl:un^rn^\\\\,\\  22 
*■     \;t.:  t  4.  I  v^j. 

•/*!:.  '  .n  l7.Wil  .*S  An  !  ].\\  l,  |S-<'».  I  r  i  h.Jf.i  *i  f^ti.  n  ,ur*l» 
*".  j«.:t    t  Ji:.«ar)   II,  NUuli  i\  Apr. I  2*j  an  i  Am^uV.  2  4n  i  5,  t^y. 
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compensation.  Their  parliamentary  leader,  Count 
Strachwitz,  induced  the  King  to  sanction  with  his 
own  word  the  promise  of  his  Prime  Minister  in 
respect  to  compensations,  and  then  had  the  whole 
matter  embodied  in  an  amendment  to  the  bill.* 

The  debate  on  the  canal  bill  precipitated  a  conflict 
of  sectional  and  class  interests  that  completely  disil- 
lusionized many  people  who,  under  the  influence  of 

economists  in  reaction  against  Adam 
^^tat'conmets  Smith,  had  persuaded  themselves  that 

the  State  could  carry  on  the  business 
of  transportation,  foster  infant  industries  and  othei> 
wise  intervene  in  the  money-getting  afiEairs  of  men, 
without  reducing  politics  to  "a  seething  and  strug- 
gling aggregate  of  numberless  localisms  —  rarely 
or  never  losing  themselves  in  the  stream  of  na- 
tional feeling."  Count  Kanitz,  the  leader  of  the 
opposition  to  the  bill,  led  off  with  the  statement  that 
the  proposed  canals  would  promote  the  concentra- 
tion of  industry  in  the  West  at  the  expense  of  the 
East,  and  thus  cause  the  latter  to  suffer  still  further 
losses  of  its  laboring  population.f  Count  Limburg- 
Stirum,  leader  of  the  Conservative  Party,  indorsed 
the  statement  that  the  proposed  canals  would  enrich 
the  West  at  the  expense  of  the  East.  Count  von 
Ballestrem,  President  of  the  Reichstag  in  1900  and 

"  Ztilvng  dii  Vtrtins  Diuisdier  F.iiiitiahnvtnoalttiitgm,  September 
16,1899. 

+  E.  ion  Eyneni-.  Zinanzigjahrt  Kanalkaimpft. 
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leader  of  the  faction  of  the  Centrum  (Catholic  Party), 
said  that  the  newspap)er  press  had  represented  the 
conflict  as  one  merely  between  the  landed  interests 
and  the  industrial  interests.    That  was  a  misrepre- 
sentation.   The  conflict  was  between  the  industries 
of   the   Ruhr  district,  on  the  one  hand,  and   the 
industries  of  the  Saar,  of  Silesia  and  of  the  other 
industrial  centres,  on  the  other  hand.    His  own  con- 
stituents—  the  farmers,  manufacturers  and  traders 
of  Silesia  —  were  united  in  opposing  the  bill,  unless 
they  could  obtain  satisfactory  concessions  in  the 
way  of  reduced  railway  charges.     Mr.  von  KocUcr, 
for  manv  vears  President  of  the  Prussian  House  of 
Ik'putics,  indorsed  the  statement  that  the  fight  was 
not  alone  lx*twecn  industry  ami  agriculture,  but  also 
Utwcen  the  Ruhr  and  the  other  industrial  centres. 
After  the  bill  had  been  defeated,  the  editor  of  SialU 
und  Risen  wrote  that  the  conflict  of  interests  Ixtwecn 
thr  different  industrial  centres,  which  had  shown 
it-iilf  in  connection  with  the  delxate  on  the  canal  pro- 
>>Nals,  was  but  a  reappearance  of  the  old  conflicts 
ittinding  all  efforts  to  reduce  railway  rates  on  iron 

There  were  many  other  asjxTts  of  this  seething 
^\s  of  localisms.  Hamburg,  for  cxam{)k\  o{)jK)sed 
t-f  canal  on  the  ground  that  it  wouM  re<lound  pri- 
Rurilv  to  the  Ixnefil  of  Rremen.     Kmdt'n,  at  the 

0 

niouth  of  the  Dortmund  Kms  canal,  feared  that  it 

*  SiaAJ  MM  J  Knen,  April  I,  1900. 
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would  benefit  the  Dutch  ports  and  their  virtual  out- 
posts, Ruhrort  and  Duisburg.  The  lumber  mills  of 
the  Ruhr  district  feared  that  the  canal  would  bring 
in  the  cheap  timber  and  lumber  products  of  east- 
em  Prussia  and  Russia.  The  coal-miners  of  Saxony 
feared  an  invasion  of  Ruhr  coal.  AH  of  these  inter- 
ests and  others,  though  quarrelling  among  themselves^ 
the  Agrarians  brought  together  into  a  solid  opposition 
that  defeated  the  Government's  measure.  The 
Agrarians,  or  landed  aristocracy  of  Prussia,  them- 
selves feared  that  the  proposed  canal  would  imme- 
diately and  directly  injure  them  by  facilitating  the 
importation  of  foreign  agricultural  produce;  but 
they  feared  still  more  that  the  proposed  improve- 
ments in  the  means  6f  transportation  would  hasten 
Germany's  advance  as  an  industrial  State,  and  thus 
more  remotely  and  indirectly  impoverish  the  landed 
interests  by  increasing  wages  and  the  scarcity  of 
agricultural  labor.  They  also  dreaded,  should  the 
industrial  West  prosper  more  and  more,  the  eclipse  of 
themselves  politically,  through  the  rise  into  power  and 
consideration  of  yet  more  new  men — the  great  leaders 
of  industry,  in  addition  to  bankers  and  merchants.* 
There  was  another  instructive  aspect  of  the  par- 
liamentary struggle  over  the  canal  bill.  When  this 
measure  was  introduced  into  the  Diet,  the  parlia- 
mentary parties  or  factions  did  not  treat  it  at  all  as 
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a  party  measure.    The  individual  members  of  each 
party  or  group  approved  the  bill  or  opposed  it,  accord- 

Trmmsponmum      'i^K  ^  ^^  appeared  advantageous  or 
*^mgtiiamt4md       harmful  to  their  constituencies.     But 
Party  PifkiKs        ^  ^^^^   wQTii  on,  the   mcasure   be- 
came more  and  more  a  party  measure;  and  often- 
times the  attitude  of  a  faction  or  party  de|)en(ied,  not 
upon  the  supposed  merits  or  demerits  of  canals,  even 
vhen  regarded  from  the  most  parochial  [X)int  of 
\Tew,  but  upon  ulterior  j)arty  motives.    Thus  the 
interest  in  the  bill  of  the  mem)x.'rs  of  the  Liberal 
Partv  ultimatelv  came  to  be,  to  no  small  extent,  that 
the   casting   of   the   ConsiTvative    (.\grarian)    vote 
iirain.<;t  the  bill  might  mean  a  jKTmanent  rupture 
between   the   Crown   and    the   (%)nscrvativc   Party, 
o-nd  therefore  might  lea<l  to  an  alliance  of  the  Crown 
with  their  own   party.*    Again,  at  one  time  Gcr- 
Wfiij,  the  organ  of  the  Catholic  Party,  informc^d 
"ihc  friends  of  the  canal,  in  Parliament  and  in  the 
Administration,"  that  if  the  electoral  bill  then  l)efore 
t-Sf  Diet  should   be  lost,  the  canal   bill   would   Ix? 
dcfcatcfl  also.f     The  Conservative  Party,  in  turn, 
jjiposed  the  bill  partly  in  order  to  demonstrate  to  the 
Crr^wn  that  it  could  not  carrv  on  the  (lovornment 
without  the  supfxirt  of  the  lanck^l  aristocracy.     It 


• /V/BfifK  4/  /ahrhut.krr.  May.  Tulv,  ^H-pti-niJHrr   an!  <\tol>er,  iRqO  ; 
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had  not  become  reconciled  to  the  new  policy  of  thi 
commercial  treaties,  inaugurated  in  the  latter  par 
of  the  eighties  by  the  late  Chancellor  von  Caprivi 
under  which,  in  1894,  the  duties  on  agricultura 
products  coming  from  Russia  had  been  lowered 
in  return  for  a  lowering  of  duties  on  German  manu 
factures  exported  to  Russia.  The  Prussian  Gov 
emment  acknowledged  this  challenge  when  it  replied 
through  Prince  zu  Hohenlohe,  that  the  canal  bil 
could  not  be  disposed  of  as  a  separate  measure ;  tha 
the  final  disposition  of  the  bill  would  have  far-reach' 
ing  consequences  for  the  Conservative  Party;  thai 
should  there  be  a  rupture  between  that  Party  am! 
the  Government,  the  effects  would  be  felt  by  th< 
Conservative  Party  when  the  Government  took  u[ 
the  contemplated  revision  of  the  customs  duties.* 

Two  days  before  the  final  vote  on  the  bill,  the  Kinj 
sent  a  telegram  to  the  Minister  of  the  Interior,  Mr 
von  der  Recke,  instructing  him  to  request  deputie: 
who  were  at  the  same  time  Government  officials  U 
abstain  from  voting  or  to  resign  their  seats,  shouk 
they  be  unable  to  vote  affirmatively.f  On  Saturday 
the  19th  of  August,  the  Diet  rejected  by  a  vote  o 
235  to  147  the  proposal  to  connect  the  Dortmund 
Ems  canal  with  the  Weser  and  the  Elbe ;  and  by  j 
vote  of  275  to  134  the  proposal  to  extend  the  Dort 
mund-Ems  canal  to  the  Rhine.    On  the  foUowin( 
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day.  Sunday,  the  King  convened  the  Kranrath  and 
¥iS[ncd  the  papers  for  the  removal  from  office  of 
some  eighteen  Landraethe  and  Regierungspraesi- 
inUtn  who  had  voted  adversely.*  He  thereby 
broke  with  one  of  the  finest  unwritten  provisions  of 
ihc  Prussian  Constitution,  which  is  that  Prussian 
civO  sen-ants  holding  certain  administrative  offices 
mav  stand  for  election  to  the  Diet,  and  thus  become 
at  one  and  the  same  time  Crown  officers  and  repre- 
sentatives of  the  people,  thereby  promoting  the 
union  of  the  people  and  the  Government.  Under 
that  traditional  constitutional  arrangement,  Crown 
f»nictrs  had  been  oftentimes,  most  advantageously 
!>  the  C«)mmonwealth,  the  parliamentary  leaders  of 
eniups  or  factions  sitting  in  opjK)sition  to  the  Gov- 
iTTimcnt.  Struggles  such  as  the  one  just  described 
art  not  the  sort  which  build  up  institutions;  they 
only  dt-grade  and  destroy. 

In  Januarj-.  1901,  the  Government  laid  Ixrfore  the 
I)iit  a  si-cond  revised  canal  bill.  The  bill  of  i8gg 
had  called  for  an  expenditure  of  261,000,000  marks; 
the  new  bill  pro|K)si*<l  to  exiK^nd  339,000.000  marks. 
By  *'way  of  com jK^nsiit ions"  the  (lovernment  now 
«uj^-sti'<l  a  canal  for  vcssc'ls  with  a  capacity  of  600 
!  r.^  from  Berlin  to  Stettin,  and  nunu'mus  river  and 

•  .'••f  .Vt.'i  ft,  April  ;,  lO^I  :  A/urn.  irnf  .l.'.\'r»ifinr  /ritHn^,  April  ;, 
IV.:  /'  J 1  r  '  M.  t  't*fr  •  ft  eS-.^f^u  H^,  X'rrwA  Uu  n^  un.i  I  ",■./'  '.vi»thf*'tjrt  trn 
.'-*».•.  i'n   h  fi  1.  V..;.  '4.  lUlt  3.  .ifiiJ'-*  l»y  « i.  S^.hin -llcr  aii>I  W.  Ijut/  ; 
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canal  improvements  in  the  territoiy  of  the  Wekhsel 
and  the  Oder,*  the  region  where  the  Conservative 
Party  is  in  greatest  strength.  It  is  said  also  to  have 
intimated  that  it  would  return  any  favors  shown  in 
the  course  of  the  proceedings  upon  the  canal  bill,  by 
making  corresponding  concessions  when  the  bills 
revising  the  customs  duties  should  come  up.f  The 
demands  from  the  general  public  for  "compensa- 
tions" were  as  numerous  and  importunate  as  they 
had  been  in  1899,  some  of  the  electorates  even  de- 
manding raUways  in  return  for  the  canals  to  be  given 
other  electorates.^ 

The  most  important  speech  upon  this  second  bill 
was  made  by  Baron  von  Zedlitz  und  Neukirch,  for- 
merly President  of  the  Board  of  Maritime  Trade, 
Tiu  Canal  Qutt-  leader  of  the  "  Free  Conservative " 
lioH  oHd  Cunoms  faction  of  the  Conservative  Party 
^'^'**  and  one  of  the   officials  retired  in 

1889  for  voting  against  the  first  canal  biU.§  Von 
Zedlitz  began  with  the  statement  that  the  alternative 
to  lower  railway  rates  was  lower  wages  to  Ger- 
man labor.  All  railway  charges  on  bulky  articles 
ought  to  be  lowered,  he  said,  and  special  reductions 
given  to  those  districts  that  would  derive  no  direct 

*  Zeilung  da  Vtrtitu  Dmtscher  EiiirU>ahtaitraaltH>^tn,  J&nnai;  \it, 

t  Preteus  in  Dit  Nation,  February  9,  1901. 

-  Zeilsehrifi  fuer  Binninschiffahrt,  1901,  Heft  10;    Mr.  Ton  Ejnera, 

"'■-  Commitlee  on  (he  c«n»l  bill. 

'tutmn,  I 
.  tkiffahrt, 

iiihi  Jahrbutcktrt  Maj,  1901. 


{  ZiitHng  dtt    Vtriins  Dtuisihtr  EistitballnvertcaltuHgrn,  Hucb   9, 
--'  '      -  ■  "  :   Ziiltchrifi  fu4r  BinmiuehigaArl,  Hefte  6 
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benefit   from  the  contemplated  canals.    The  Diet 
oould  no  longer  leave  it  to  the  Government  to  take 
the  initiative  in  reducing  rates,  but  would  have  to 
insist  on  getting  direct  control  of  railway  charges. 
Baron  von  Zedlitz  then  introduced  in  the  most  skil> 
ful  manner  the  demands  of  the  Conservatives  for 
higher  duties  on  grain,  in  return  for  the  party  vote 
for  the  canal  bill.     He  maintained  that  the  Prussian 
&nances  abundantly  justified  the  canal  expenditure, 
but  that  the  finances  of  the  Empire  were  anything 
but  sound.    There  was  great  danger  that  Prussia 
would  be  called  upon  at  any  moment  for  large  con 
trilAitions  to  the  Empire;  and  that  danger  could  Ix? 
nrr.ovetl  only  by  putting  the  Imperial  finances  on 
a  sr^und  Ixisis.  by  raising  the  duty  on  grain  and  other 
izncultural  pnxlucts.    Until  this  sound  condition  had 
bnn  attained.  Prussia  would  not  Ix*  justified  in  cntcr- 
ir.e  ujK>n  the  construction  of  canals,  contemporane- 
ously with  making  heavy  reductions  in  railway  rates. 
The  Ministry  as  a  whole  made  reply  that  the  re- 
rjost  for  increased  duties  could  not  Ix.*  entertained; 
'jTcause  the  Russian   Minister  of  Finance  had  in- 
Srmrti  the  (Jovemment  that  in  Russia  supiK)rt  for 
'he  commercial  treaties  with  Germanv  came*  from 
the  aiH'icullural  classi's,  and  that  therefore  the  treat v 
''  expire  in  IQ04  could  not  possibly  1k'  renewed  on 
iry  U'lsis  of  iniTeasrd  duties  on  ^rain  imported  into 
^itrmanv.     The  Minister  of  Public  \V<»rks,  Mr.  von 
Thiilen,  admitted  that  the  costs  of  transportation 
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must  be  lowered  if  Germany  was  to  continue  to  com- 
pete in  the  international  markets.  But  they  would 
have  to  be  lowered  by  the  building  of  waterways; 
the  railways  could  not  accomplish  it,  since  they  were 
handicapped  by  the  fact  that  they  must  yield  a  laige 
net  revenue.  The  Minister  of  Finance,  Mr.  vcm 
Miquel,  added  that  the  Prussian  Crown  could  never 
afford  to  give  up  the  prerc^tive  of  fixing  railway  rates 
through  its  Ministers  and  the  RaUway  Department 
Moreover,  to  give  the  Diet  the  power  to  determine 
railway  charges  would  but  demoralize  that  body. 
It  would  lead  to  bitter  struggles,  particularly  betweoi 
those  who  would  wish  to  appropriate  any  existing 
surplus  for  the  construction  of  new  lines  and  those 
who  would  wish  to  apply  it  to  reductions  in  freight 
charges.  It  was  impossible,  also,  to  state  in  advan<x 
what  reductions  in  rates  could  be  made  after  the 
opening  of  the  canals.  Certain  kinds  of  freight 
would  be  turned  over  almost  entirely  to  the  water- 
ways, and  the  rest  of  the  traffic  would  be  divided  in 
some  proportion  between  the  raOways  and  the  water- 
ways through  the  regulation  of  the  tolls  on  the  canals. 
It  was  not  proposed  to  regulate  the  railway  rates 
by  tRe  water  rates;  and  those  manufacturers  and 
miners  who  were  supporting  the  canal  bill  because 
they  expected  keen  competition  between  the  water- 
ways and  the  railways  would  be  disappointed.  The 
fact  that  the  State  had  invested  7,000,000,000  marks 
in    railways    made   it   imperative    that   the   State 
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^Id  retain  full  control  over  both  rail  and  water 
rharpes.* 

The  Conser\'ative  Party  finally  formed  an  alliance 
with  the  Centrum,  or  Catholic  Party,  for  the  follow- 
in?  purposes:  to  accept  the  canal  and  the  river 
CTprovements  proposed  for  the  territory  east  of  the 
Elije;  to  reject  the  proposal  to  connect  the  Rhine, 
Weser  and  Elbe;  and  to  urge  the  connection  of  the 
Dortmund -Kms  canal  with  the  Rhine  by  improving 
ihc  river  Lipjx?.  The  improvements  which  the 
Gwcmment  had  proposed  for  the  territory  east  of  the 
Elbe  the  coah'tion  accepted,  as  local  measures  which 
»*»uH  Ix-nefit  the  eastern  agricuUural  interests  with- 
•■'-!  facihtating  the  imiK)rtati()n  of  foreign  f(KKl-stu(Ts. 
h  r('iecle<l  the  pn)iH)sed  Rhine  Weser- Kllx*  canal, 
^^rause  this  wouhl  exi>ose  the  western  wheat  and 
^iffir  to  the  competition  of  the  eastern  wheat  and 
5u?ar:  it  approvtti  the  iH)licy  of  respecting  the  claims 
•:  the  agricultural  interests  of  the  West  to  the  first 

•  /'!'!.  4 rtv  'mrr  /intnrnuhi/f.jhff,  IQOI,  Ilrftc  «),  lo  an<i  II.  After 
'-'  »,  ■w  j-nl  with  lraw.ll  lif  llir  i  .iiial  l-ill  -"f  H><l  (  fi>r  riMsmiN  |>rt<«inily 
^  'V  •:'«■■!  lli'-f  \».i%  «<'iiu'  .1^11  all 'H  fi>r  lln-  h'liiiAth  li  xi  a  h:<-- k 
■  -■i':t  J-.  c*t*'n  i  thr  1 '■•rtmun-l-Kiii'*  lanal  ti-'in  I)i-rtinun>l  !■■  iIm* 
'  -•■  Ihr  <•  \i-rnMirnt  rf|watr  ]  th'-  «»l.i!i'inriii,  ina  !«•  unli-r  sni.jlar 
■•  .T.«!in  •'*  m  iHji.  that  it  n»ij»ht  «i'nn-ivaMv  ^jrant  a  ihartrr  t«>  a  «t  vk 
•r:ani  f  r  th»-  '  -  I  \\n^  ■  i  \\\r  jT"p"*r!  »  anal,  l-iil  that  u?i'l»r  n  <  i!i.  .iiii- 
»i-  '1  ■•  u!  J  :*■  iri^r  lip  the  n^fit  til  ir;:iilalr  thr  \*A\s  u;  ■  n  tl'.r  i  .in,»U. 
W  »r  1",  a*  thr  wi'k'  'Uh*  •  n  tlu*  i  i-ini'Ic  tf  Ma!*-  j«l;.\.  Hr\ir.il  i-.:-  r.:ln 
'*'^  .ft  ■  :r.;%  ■■  -.i*:-':!  Ilrrr  v.-n  Mijii'I  h.i  :  inl'-rnu  !  t!:r  I':'t  that 
>  •  -  ^rrr.rt!'-nt  wa^  k,':\:n«;  iii< -^t  i  arrf.il  i  i-nMilt  rati'-n  ivin  t-  !lii-  ',ui*« 
*' -  f  rrAiTj' !  *hiii^  \*'\s  :\\-  n  !h'-  rivrrs.  (  ^rr  /":•'.•«•  '■"  '.if  .\.;- 
?/«j  •/  n-ntf,  iji  I,  \\i\  \.  \  lk^.*  iiths  lt.i:''i  !i'  •  !i!  ?-.-k.  'I  he 
— »»  r  '  -  !^.  »  AA»  !■  jr  fi  \  .  iilv  A  Ah  it  ;  r-  ■,■♦■[  X\.,\\  t..  »•■  "li  ■  u«»f  !  llic 
•'••«  •?.  .'  :  rr .::  "  jf-^r  \\.'-  >!.i!r  I  r  inaiirainiii^  an  !  .ii.;  :  \  .ni;  tin- rivers, 
"v  ft.i>  .:  n..^'f !  .-<.  itiir  n--  t-HHary  to  regulate  the  L-iiij'tliliun  ti»  uhiv.h 
'-^c  "XAic  ra.i»ay«  were  c]i{<t^»ci!. 
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right  to  the  western  market,  and  of  affording  relief 
to  the  agricultural  East  by  making  low  rates  on 
eastern  wheat  and  sugar  destined  for  export  — in 
other  words,  the  extension  of  the  policy  upon  which 
the  Government  had  entered  when  it  established  the 
disguised  export  bounty  on  grain  *    It  also  opposed 
the  Rhine- Weser-Elbe  canal,  on  the  ground  that  it 
would  stimulate  unduly  the  development  of  western 
manufacturing  industry.     Finally,  it  demanded  that 
the  Dortmund-Ems  canal  should  be  connected  with 
the  Rhine,  if  at  all,  by  way  of  the  river  Lippe,  and 
not,  as  proposed  by  the  Government,  by  way  of  the 
river  Ems ;  because  the  Lippe  connection  was  more 
roundabout,  and  would,  therefore,  neither  benefit  the 
Dutch  ports  nor  facilitate  the  importation  of  for- 
eign wheat  and  lumber,  as  much  as  would  the  Ems 
connection.!    As  the  Catholic  Party  holds  the  bal- 
ance of  power  in  the  Prussian  Diet  and  occupies  a 
leading  position  in  the  Reichstag,  the  combination 
was  a  powerful  one.     The  Administration's  local 
election  agents  reported  that  the  coalition  had  been 
made  to  cover  even  the  management  of  the  elections, 
and  that  therefore  there  would  be  no  chance  of  the 
Government  getting  a  Diet  favorable  to  the  canal 
proposals,  should  the  present  Diet  be  dissolved  and 
an  appeal  made  to  the  country.  J      The  Govem- 

•  G.  Zocpfl :  Atiswaertif^e  Hafuiehpolitik  und  inner e  VerkehnpoliWL 
t  Sympher :   Emscherthallinie  ttnd  Kanalisirung  der  Lippe, 
X  Muenchener  AUgemeine  Zeitung,  May  3,  4  and  6,  1901.     Compmre 
also :  Preussische  Jahrbuecher^  June,  1 90 1 . 


THE  RECENT  CANAL  BILLS  116 

menty  seeing  that  it  was  hopeless  to  continue  the  fight 
at  that  time,  accordingly  abandoned  the  bill  by  clos- 
ing the  session  of  the  Diet. 

The  giving  up  of  the  canal  bill  of  190 1  was  followed 
by  the  resignation  of  Mr.  von  Miquel  and  the  reor- 
ganization of  the  Prussian  Ministry.  Shortly  after 
Legislative  Rate-  Von  MiquePs  retirement  from  office, 
making poUiicaUy  he  permitted  himself  to  be  inter- 
Disastrtms  viewed  on  the  subject  of  bringing  the 

State  railways  of  Prussia,  Saxony,  Wuertemberg, 
Bavaria,  Baden  and  Hesse  under  one  management. 
He  pointed  out  that  the  practice  of  the  several  States 
of  managing  their  respective  railways,  not  in  the  in- 
terest of  Germany  as  a  whole,  but  rather  on  the  sup- 
position that  the  particular  interests  of  the  several 
States  were  in  conflict  with  that  general  interest,  was 
a  condition  of  affairs  which  could  not  be  suffered  to 
continue  without  great  harm  to  the  material  welfare 
of  the  German  people.  It  was  most  desirable  to 
bring  the  railways  of  Germany  under  one  common 
head;  but  that  common  head  must  be  Prussia,  not 
the  German  Empire.  In  Prussia  the  fixing  of  rail- 
way rates  was  a  prerogative  of  the  Crown  —  the  Diet 
had  no  direct  hand  in  it.  But  if  the  railways  of  the 
separate  States  should  be  transferred  to  the  Empire, 
the  Reichstag  could  and  would  insist  upon  the  right 
to  make  and  revise  the  railway  charges.  The  day 
on  which  that  power  should  be  given  to  the  Reichs- 
tag would,  however,  mark  the  beginning  of  a  great 
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corruption  of  the  Gennan  electorate.  Already  the 
character  of  the  German  voters  was  such  that  they 
sent  to  the  Reichstag  many  representatives  who 
asked,  not  how  a  given  measure  would  serve  their 
common  country,  but  how  it  would  serve  their  par- 
ticular constituents.  With  the  existing  tendency  to 
reduce  the  Representative  in  the  Imperial  Reichstag 
to  the  position  of  an  instructed  delegate,  whose  busi- 
ness it  was  to  "get  something"  for  his  constituents, 
the  bestowal  upon  the  Reichstag  of  power  over  rafl- 
way  rates  would  be  nothing  short  of  disastrous  to 
the  politics  of  Germany,  as  well  as  to  the  economic 
development  of  the  country.* 

Undoubtedly  the  Crown  prerogative  in  Prussia 
serves  as  a  considerable  barrier  against  the  intnision 
of  politics,  in  its  ordinary  meaning,  into  the  business 
of  making  railway  rates  and  into  the  other  details  of 
general  railway  management,  as  there  carried  on  by 
the  State;  but  politics,  nevertheless,  has  come  in. 
Also,  to  look  at  the  matter  from  the  other  side, 
undoubtedly,  were  this  barrier  removed,  the  Govern- 
ment's transportation  business  would  have  a  greater 
corrupting  influence  upon  politics  —  as  that  term  is 
understood  —  in  its  higher  meaning.  We  are,  in 
fact,  dealing  here  with  principles  of  politics,  true 
everywhere  and  always,  irrespective  of  constitu- 
tional arrangements,  provided,  indeed,  there  is  an 

■  Zeitung  dtt  Vertint  DttUsthtr  EiuHtaAnvtraaltuiigen,  Angnit  l^ 
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elected  Legislature.    Said  Burke, ''  If  we  do  not  per- 
mit our  members  to  act  upon  a  very  enlarged  view 
of  things,  we  shall  at  length  infallibly  degrade  our 
national  representation  into  a  confused  and  scuffling 
bustle  of  local  agency."*    For  the  State,  beyond  the 
exercise  of  minor  police  powers,  to  interfere  at  all 
with  the  pocket-book  affairs  of  its  citizens,  is  practi- 
cally to  compel  representatives  not  to  act  upon  an 
enlarged  view  of  things,  and  to  become  so  far  forth 
precisely  the  chaffering  and  bargaining  tools  of  local 
ifecncy.     In  connection  with  every  tariff  bill,  every 
transportation  measure,  to  the  end  of  time,  there  is 
ctnain  to  be  a  heart-breaking  exhibition  of  greed  and 
absi-nce  of  patriotism.     Only  when  a  Government 
sicks  lo  its  simple  and  proper  functions  —  preven- 
tion of  violence  and  fraud,  promotion  of  health  and 
cfiucation ;  only  when  it  conducts  its  alTairs  as  nearly 
a*  may  be  in  acconlance  with  that  grandest  of  po- 
litical concepts,  the  historical -legal  fiction  that  Gov- 
ernment is  constituted  to  obviate  **  the  inconveniences 
of  the  state  of  nature/'  not  to  create  and  maintain 
onnini/xfl  society  itself  —  only  then  is  there  a  fair 
chance  for  the  formation,  in  the  place  of  many  fac- 
iHins.  of  two  parties  in  the  Legislature,  comix)sed 
of  intelligent,  patriotic,  high-minde<l  memlx?rs.     In 
short,  there  is  hut  one  way  to  make  a  serious  attempt 
to  keep  l)usin(*ss  out  of  politics,  and  that  is  for  the 
J^lalc  itself  to  kvv\y  out  of  Inisinrss. 

*  Specvh  at  the  Guiltl  Hall  in  llriitul. 


118  RAILWAY  RATES 

In  the  winter  of  1904  the  Government  abandoned 
the  plan  to  connect  the  Rhine,  Elbe  and  Oder  by 
means  of  a  canal,  and  accepted  as  unalterable  the 
BerUn  to  remain  ^^*^*  ^^^'  f*^""  purposes  of  trade,  Berlin 
m^t  Remote  from  must  Continue  to  be  more  remote  from 
the  Rhine  than      f^e  industrial  centres  on  the  Rhine 

from  New  York       ,  ,  . 

than  those  centres  are  remote  from 
New  York,  Buenos  Ayres  and  Odessa.  It  brought  in 
a  canal  bill  based  on  the  compromise  offered  in  1901 
by  the  coalition  between  the  Conservative  Party  and 
the  Centrum,  The  Dortmund-Ems  canal  is  to  be  com- 
pleted by  being  extended  to  the  Rhine.  On  the  east, 
the  Dortmund-Ems  canal  is  to  be  comiected  with  the 
Weser,  but  it  is  not  to  be  connected  with  the  Elbe. 
East  of  Berlin  the  Oder  and  its  tributaries  are  to  be 
improved ;  and  Stettin  is  to  be  given  a  "differential" 
by  means  of  the  buUding  of  a  canal  between  Berlin 
and  Stettin.  That  canal  will  carry  vessels  with  a 
capacity  of  650  tons;  it  will  cost  more  than  the  rail- 
way which  connects  Berlin  with  Stettin  and  carries 
less  than  150  ten-ton  car-loads  of  through  freight  a 
day. 

The  Prussian  canal  bills  of  1899  and  1901  were 
based  on  the  supposition  that  the  transportatiOTi 
charges  upon  the  canals  would  be  fixed  by  steam 
vessels  which  would  themselves  carry  600  tons  each 
and  would  tow  two  barges,  each  with  a  capacity  of 
600  tons.    It  was  assumed  that  under  those  condi- 
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tions  the  average  cost  of  moving  low-value,  bulky 
commodities,  in  large  loads  and  over  an  average 
distance  of  say  225  miles,  would  be  0.242  cent  per 
toQ-mfle.  That  cost  included  interest  at  5  per  cent  on 
tbe  capital  invested  in  the  vessels,  and  sinking-fund 
payments  at  the  rate  of  6  per  cent  a  year,  as  well  as 
the  cost  of  keeping  the  vessels  in  repair.*  To  that 
iverage  cost  would  have  to  be  added  the  tolls,  which 
were  to  range  from  0.087  cent  per  ton-mile  to  0.346 
cent  on  bulky  commodities,  and  were  to  rise  to  0.692 
cent  on  high-class  freight.  The  Government  ar- 
gued that,  even  after  the  tolls  had  been  imposed,  the 
cost  of  moving  freight  by  water  would  be  much  below 
the  charges  made  in  the  past  by  the  Railway  Depart- 
ntcnu  which  had  been  such  as  to  yield,  in  1899,  0.893 
cent  per  ton-mile  on  the  so-called  ** exception-rate" 
iraific,  and  1.253  cents  on  the  traffic  as  a  whole.  It 
^ded,  however,  that  the  saving  to  be  effected  by  the 
building  of  waterways  was  not  quite  so  large  as  might 
appear  at  first  sight,  as  much  water-borne  traffic 
would  have  to  use  the  railways  before  reaching,  and 
iftcr  leaving,  the  waterway,  and  that  would  involve 
the  comparatively  heavy  expense  of  transfer  from 
water  to  rail.  For  example,  it  said  that  a  certain 
iuA  of  low-value  freight,  shipped  by  water  a  dis- 
tance of  225  miles,  would  cost  0.412  cent  per  ton- 

•'^rmihrr:   />!/  H'trfkukaftlukt  BeMutunf^  Mt  A'krin-Eihe  A'analt : 
'*  ■'■"<r  hi'^urwtrtJkuk^Jtiuht  yoriagi  ;  or  Wasierwirtkickafiiuki  PWar- 
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mile.  But  should  that  freight  have  to  go  five  mfles 
by  rail  in  order  to  reach  the  water,  the  preliminaiy 
rail-haul,  together  with  the  cost  of  transfer,  would 
raise  the  average  cost  on  the  whole  haul,  by  rail  and 
by  water,  from  0.412  cent  to  0.488  cent.  Should 
the  fre^ht  have  to  go,  in  addition,  ten  miles  by  raO 
after  leaving  the  water,  the  average  cost  per  ton-mfle 
would  be  raised  to  0.609  cent.  And  the  Govern- 
ment added  that  the  bulky  freight  leaving  and  enter- 
ing the  Ruhr  district  would  have  to  use  the  railways 
at  the  beginning,  as  well  as  at  the  end,  of  its 
journey. 

A  small  body  of  men  of  information  and  standing 
opposed  the  canal  bills,  on  the  ground  that  a  modem 
railway  could  cut  under  any  rates  that  600-ton  ves- 

Rrv^^»d  Canal  ^^^  *=°"'*^  '^^^^-    ^^^y  ^dded  that 
Transportation      modem  railways  would  have  the  fur- 
not  Cheaper  than    jher  merit  of  extending  low  rates  to 
■"  the  whole  of  Germany,  whereas  water- 

ways at  best  could  give  low  rates  to  only  a  limited 
portion  of  Germany. 

This  body  of  men  is  well  represented  in  Mr.  von 
Borries,  who  is  a  Prussian  railway  official,  as  well  as 
one  of  the  editors  of  the  leading  encyclopa^lia  *  sum- 
marizing the  technics  of  railways.  The  analysis  of 
the  statistics  led  Mr.  von  Borries  to  conclude  that  it 
cost  the  Railway  Department  0.215  c^"*  P*r  ton- 
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nule  to  handle  long-distance  traffic  carried  in  train- 
ksttds  of  400  tons.  The  estimate  assumed  that  the 
bright  in  question  would  contribute  its  share  to  main- 
tenance and  renewal  of  roadbed  and  rolling  stock,  as 
«cU  as  to  the  expenses  of  general  administration. 

Mr.  von  Borries  also  concluded  that  the  actual  cash 
outlay,  including  maintenance  and  renewal  of  rolling 
stock,  involved  in  handling  long-distance  traffic  in 
400-ton  train-loads  was  o.i  19  cent  per  ton-mile.  Mr. 
Sympher,  the  Government's  expert  on  questions  of 
the  cost  of  moving  traffic  by  water,  was  of  opinion 
that  the  average  cash  outlay  involved  in  moving  long- 
distance barge-load  freight  upon  the  600-ton  canal 
vessels  would  be  0.104  cent  per  ton-mile.  These 
fcjrures  show  conclusively  that,  if  Prussia  were  to  bring 
rt5  railways  to  modem  standardsof  efficiency,  German 
trade  and  industry  would  have  vastly  lower  rates 
than  it  can  hope  to  attain  under  the  use  of  600-ton 
canals. 

To  the  arguments  based  on  these  figures  the  Gov- 
ernment made  no  reasoned  reply.  It  contented  it- 
self with  the  statement  that  the  average  cost  of  han- 
dling traffic  was  0.346  cent  per  ton-mile  for  operating 
expenses  and  0.173  for  interest  on  the  capital  invest- 
ment, and  that,  therefore,  the  Railway  Department 
could  not  take  any  traffic  at  rates  under  0.346  cent. 
Thi<:  argument  is  so  erroneous  that  it  is  obviously 
in^-incere.  It  is  the  last  refuge  of  a  Ixxly  of  men  who 
are  estopped  from  charging  what  the  traffic  will  bear. 
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The  RaUway  Department  of  autocratic  Prussia, 
the  administrative  officers  of  republican  France  and 
the  government  railway  officials  of  socialistic  Aus- 
tralasia, all  are  agreed  that  the  public  r^ulation  of 
railway  rates  —  be  it  through  State  ownership  ot 
through  legislation  and  administration  —  means  hard 
and  fast  railway  rates  which  embody  a  system  that 
admits  of  little  discretion  or  appearance  of  discretion. 
All  are  agreed  that  the  conflicts  of  sectional,  trade 
and  class  interests,  precipitated  by  the  modem  com- 
petition for  the  market,  are  so  fierce  that  no  govern- 
ment, and  no  body  of  public  officials,  can  step  in  to 
regulate  them,  unless  that  government,  or  those  offi- 
cials, can  get  behind  the  stone  wall  of  a  hard  and  fast 
system  and  reply  to  all  complainants:  "Gentlemen, 
you  are  complaining  of  rates  that  are  the  machine 
product  of  a  system  established  by  law,  a  system  that 
knows  no  discretion." 


CHAPTER  V 


FRANCE 


TcRNiNC  from  our  examination  of  Germany,  with 
Slate  ownership  and  management  of  railways  *  to 
I  brief  survey  of  France,  with  rigorous  State  regula- 
tioo  of  the  rates  of  private  railways,  we  find  much 
the  same  general  conditions  —  the  same  lack  of 
full  development  of  the  resources  of  the  country, 
the  same  abnormal  dependence  Ufx)n  waterways 
ind  the  same  unhappy  interference  of  "politics" 
in  !he  business  of  transportation. 

In  France,  when  a  railway  company  wishes  to 
lower  or  to  raise  a  rate,  it  must  make  application 
to  the  Minister  of  Railways.  The  Minister  trans- 
mits a  copy  of  the  application  to  the  prefect  of  the 
Department  in  which  the  railway  is  locate<l,  and  the 
Utter,  in  turn,  notifies  the  local  chambers  of  com- 
merce, who  have  one  month  in  which  to  file  a  reply. 
Ipm  the  strength  of  the  evidence  submitted  by  the 
railwav,  the  local  chambers  of  commerce  and  the 

•  ' »»  tuner  fif  (fennam*  ha.*  Ixrcn  confine!  to  Pruwia,  the  mc»tt  im- 
;**Ufc* .  i  thr  ( »rrnian  State*.  I  he  S«»uth  ( iennan  State*  —  Havana,  Wuer- 
t'tV'j  an!  lU  Jen -- aU«»  have  j»i»vrrninent  «)wncr%hip  ;  but,  making 
^  'VKa  r  i't  iniitt«lrtal  an<l  genf^raphKal  ililTerences,  to  tell  their  ftury 
*'«M  be  only  tu  repeat  that  of  Truuia. 
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prefects,  the  Railway  Advisory  Councfl  reports  to 
the  Minister  of  Railways,  who  grants  or  denies  the 
application  made  by  the  railway  company. 

Requests  from  companies  having  circuitous  lines 
for  permission  to  reduce  rates  for  the  purpose  of  com- 
peting with  companies  having  direct  lines  the  Ministry 
generally  rejects.  The  Government  thereby  greatly 
restricts  the  competition  between  rival  producing 
and  distributing  centres  for  common  markets,  which 
is  everywhere  by  far  the  most  powerful  force  making 
for  the  reduction  of  raUway  charges.  Before  the 
State  had  assumed  the  r^rous  control  over  rates 
that  it  now  exercises,  companies  having  circuitous 
routes  commonly  competed  with  companies  having 
direct  routes  by  means  of  reduced  rates. 

In  France,  as  in  Germany,  what  Bentham  called 
"sinister  interests"  have  become  a  powerful  factor 
in  arresting  the  decline  of  railway  rates  and  in  gen- 
erally preventing  the  railways  from  being  conducted 
on  business  principles.  Some  years  ago,  for  exam- 
ple, the  representation  of  the  railways  in  the  Railway 
Advisory  Council  was  diminished  in  consequence 
of  the  popular  fear  of  the  railway  manager.  At  the 
same  time,  the  owners  of  the  canal  boats  and  the 
river  steamers,  who  were  being  pressed  by  the  rail- 
ways, succeeded  in  increasing  their  representation 
upon  the  Advisory  Council.  The  latter  body,  under 
the  influence  of  the  canal  and  river  interests,  there- 
upon developed  the  extraordinary  policy  of  refusing 
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to  grant  any  request  of  the  railways  for  permission 
to  reduce  rates,  unless  the  proposed  rate  was  at  least 
X  per  cent  above  the  rate  in  force  on  the  compet- 
ing: waterways.  This  policy  has  since  acquired  prac- 
ticallv  the  force  of  law  .♦ 

In  France  the  scheme  of  tapering  rates  is  carried 
much  farther  than  in  Germany;  and  there  are,  in 
addition,  many  special  rates  made  to  meet  the 
Cfstmmunt  Con-  Hceds  of  trade  and  industry.  The 
t^d  resmts  in  im-  railway  rates  of  France,  neverthe- 
«:**»'  Rata  i^gg^  jjj^^  those  of  Germany,  are  far 

too  inelastic  to  meet  the  needs  of  commerce.  If  this 
fact  does  not  appear  on  the  surface,  it  is  because  the 
waterways  have  aflFordal  a  partial  relief  and  because 
the  international  trade  of  France  has  been  for  years 
past  practically  stationar\'.  Then  again,  a  large 
»rt  of  the  exports  of  France,  being  luxuries,  hold 
their  own  in  the  international  market  because  of 
the  taste  and  stvle  embodied  in  them,  not  because 
of  their  comj^arative  cheapness.  In  the  export  of 
<CTlinar>'  silks  and  woollens,  where  cheapness  does 
(•»unt.  France  is  steadily  losing  ground. 

In  France  as  in  Germany,  again,  the  general  level 
'  f  prices  has  fallen  more  rapidly  than  railway  charges 
bvc  declined ;  and,  judged  by  .\merican  standards, 

•  rh:ti*mnatre  Ju  Commerce :  Saxi^atiKyn  Intfricure :  M.  Ive*  Guyot, 
A>V:c:«!rf  ..f  TuMiL  W..rks  M.  C.  Mivhrl  an  i  M.  IV  I.rr.iylicaulieu. 
"  -T'r.r  i»tu<^  I'f  /  '/.:•«.'»«».'//  /f,j*is-itt :  M^  V.  1)-  1  '•^pmatn,  am  irn 
***t  ir  f  'f|{r*,  in  /*r^*u*t^iftcn  Konhe  i'u*f^en:f  ft  .>  .li'iement  du  Canal 
*•-  Menu  J  I^n^'y  et  a  l' huaut :  ami  NI  Ivc»  liuyvt  :  l.ti  icin  navi' 
i**^i  it  u  frc^amme  BanJin. 
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the  railways  have  done  comparatively  little  tov 
enabling  trade  and  industry  to  adjust  themselve 
the  falling  prices.*  This  inelasticity  of  rail 
rates,  with  the  comparative  inability  of  the  railv 
to  aid  in  making  adjustment  to  new  conditi 
showed  itself  especially  in  1883-86,  when  Fre 
trade  and  industry  were  suffering  from  the  effect 
the  financial  crisis  of  1S83  and  the  French  wine 
dustry  was  being  laid  low  by  the  ravages  of 
phylloxera.  In  this  critical  period  the  railways  v 
not  given  a  free  hand  to  adjust  their  rates  to 
new  conditions,  and  consequently  large  quantitie 
long-distance  and  low-value  traffic,  unable  to  ( 
tinue  to  pay  the  charges  they  had  paid  in  prospei 
went  to  the  waterways  to  find  the  relief  that  the  i 
ways  could  not  give.  To  such  an  extent  did 
movement  take  place,  that  the  average  receipts 

•  A.  W.  Flni :  Prue  Mmtminti  in  Iht  Foriign  Tradt  of  Fran. 
Jam-nal  af  Reyat  StatisHcal  Seeiety,  September,  1900;  and  C  Co 
TrampcrU  it  Tarifi. 

Level  of  Prices 


>879-S>  

1879-83  

1879-86 

"879-87  

"879-90  

1879-97  

M.  CoboD  Itatei  that  in  the  fifteen  jtm  ending  with  1896  Ibe  avi 
receipt!  per  ton-mile  upon  the  wUerwayi  fell  from  7  milli  to  8.3  rail 
3.5  niills  to  4.2  mills. 
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(OD*mfle  upon  the  French  railways  actually  rose  from 
1.587  cents  in  1883  to  1.645  cents  in  1886.  In  the 
period  from  1881  to  1886  the  freight  traffic  of  the 
nulwajrs  fell  off  13  per  cent,  whereas  the  traffic  upon 
the  waterways  increased  6  per  cent.* 

Since  1881  the  waterways  have  been  gaining  stead- 
fly  upon  the  railways,  having  increased  their  propor- 
tion of  the  total  traffic  from  16.8  per  cent  in  1881  to 

24.1  per  cent  in  1897.  ^^  ^898  the 
m^Mhnnf'^    density  of  traffic  on  the  railways  was 

397,000  ton-miles  per  mile ;  f  upon  the 
viterways  it  was  373,000  ton-miles  per  mile.J  The 
total  length  of  navigable  waterways  was  7700  miles; 
ind  but  a  little  less  than  half  of  this  (3750  miles) 
carried  95  per  cent  of  the  total  waterway  traffic,  with 
1  traffic  density  of  729,000  ton-miles  per  mile.§  This 
was  a  density  of  traffic  about  double  that  of  the  avcr- 
igt  French  railway  system,  and  equal  to  that  of  the 
Railway  du  Nord,  which  has  a  much  heavier  traffic 

*  C  CoboQ :    Trmtuf&rti  et  Tariff, 

*  RAtlwiy  mileage,  a7,$oo  miles. 

;  Aihium  de  SiattsiifMe  Gra^iqui  de  iSqj-gq, 

C^MPiismo!*  OP  THE  Teaffic  upon  the  Wateewa^-s 

P«jr  C«KT 

Bvil/itBC  materialt 32.9 

Cuft]  and  coke 28.3 

Manaret 5^ 

Oaifts  and  pnmtioni 13.7 

I^ambcr  and  wood 7X> 

MsccUaneuus 12.7 

100. 

I  Al*^m  //  ^^httt^ue  Craphiqut  tU  tSqj-qg  :  and  C.  Coli*>n  :  Tranf- 

A^O  ft  Thrift. 
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than  any  other  railway  in  the  country*  This  ex- 
traordinary density  of  traffic  was  obtained  on  a  sys- 
tem of  waterways  upon  which  the  t)'pical  vessel  is 
the  Flemish  pinnace,  a  four-cornered  canal  boat  of 
a  capacity  of  300  tons,  drawing  71  inches  of  water, 
towed  by  horses  and  making,  on  an  average,  five 
round  trips  a  year.t 

Upon  the  canals  of  the  north  and  east  of  France, 
where  the  traffic  is  very  heavy,  coal,  coke,  ores,  p^ 
iron  and  building  materials  are  carried  for  ^.;^  mills 
per  ton-mile  to  4.15  mills  per  ton-mile.  On  long 
hauls  —  250  to  500  miles  —  the  freight  chaises  on 
ores  fall  to  2.5  mills  and  2.2  mills;  and  to  avoid 
making  the  return  journey  empty  canal  boats  will 
take  long-distance  freight  at  1.94  mills  per  ton-milcj 
Upon  the  Seine,  between  Paris  and  Rouen,  the 
charges  on  up-stream  freight  vary  from  2.8  milb  to 
5  mills,  while  those  on  down-stream  freight  vary 
from  2.2  to  3.6  mills.  Upon  the  Rhone,  on  the  other 
hand,  where  the  current  is  swift  and  full  of  eddies, 
freight  charges  do  not  fall  below  7  mills,  while  they 
may  rise  to  1.7  cents  per  ton-mile. 

In  disputmg  the  relative  merits  of  waterways  and 
railways,  French  Ministers  and  legislators  content 
themselves  with  citing  the  foregoing  figures.    They 


•  Ltnglli,  2330  milei. 

t  Ivn  Guyot  :   Lis  vein  rtavigoiUi  il  U  fregrammt  BauJin. 

t  C  Colson  :  Traniporb  tl  Tarifs :  and  V.  De  Lapinau  :  Prelata- 
fitH  contri  rargence  tl  It  tiaitemttU  Ju  Canal  dt  la  Mimit  a  Length  tt  I 
PEtaiut. 
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o\-erIook  the  fact  that  the  cost  of  maintaining  the 
canals — borne  by  the  taxpayer — amounts  to  1.16 

iTnyr  and  Canal  '^^'s  P^^  ton-mile  of  freight  carried, 
T^AfL  htriUm  ihi  and  that  the  cost  of  maintaining  the 
lAxp^tr  rivers  is  1.58  mills  per  ton-mile  of 

freight   carried.    They   also   ignore   the   fact   that 
the  interest  on  the  capital  invested  in  canals  and 
in  river  improvements  amounts  to  3  mills  per  ton- 
mile  of  freight  carried  upon  the  waterways  *    When 
the  cost  of  maintaining  the  waterways,  together  with 
the  interest  on  the  capital  invested  in  the  waterways, 
is  added  to  the  charges  collected  by  the  owners  of  the 
nvtr  boats  and  canal  boats,  the  lowest  charge  for  the 
carriage  of  freight  by  water  in  France  is  raised  from 
1  ()4  mills  to  6,10  mills  per  ton-mile.     If  the  cost  of 
maintenance  alone  is  added  to  the  direct  transporta- 
tion charge,  the  lowest  total  charge  for  the  carriage  of 
freight  upon  the  waterways  is  3.10  mills  per  ton-mile, 
which  is  but  little  below  the  lowest  rate  in  force  upon 
ihc  French  railways,  namely,  3.5  mills. 

In  1900,  the  average  receipts  [kt  ton-mile  of  freight 
carried  by  the  railways  ranged  from  1.12  cents  upon 
the  Railway  du  Xord  to  i  .45  cents  upon  the  Railway 
'ie  rOuest.  The  rates  on  iron  and  steel  castings 
var\*  from  7  mills  per  ton-mile  to  i.i  i  cents;  and  the 
nies  on  ores  go  clown  to  3.5  and  4.6  mills. 

The  foregoing  rates  arc  made  by  railways  employ- 
ing freight  cars  with  a  capacity  of  10  tons,  loaded  on 

•  V.  Schummcher,  in  AriHii-  ftur  KiumhaMmweseHf  1899,  Ilcft  3. 
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an  average  to  3  tons,  attaining  a  maximum  train- 
load  of  600  tons  and  an  avera{;e  train-load  that 
varies  from  65  tons  for  the  Railway  de  I'Ouest  to 
150  tons  for  the  Railway  Paris-Lyon-Mediterran^ 
M.  de  Lespinats,  a  well-known  manufacturer  <rf 
steel  and  iron,  in  a  report  to  the  Chamber  of  Com- 
merce of  Nancy*  recently  analyzed  the  accounts 
of  the  Railway  de  I'Est,  and  showed  that  this  road 
could  haul  freight  in  300-ton  train-loads  at  a  cost  of 
2.48  mills  per  ton-mile,  and  in  soo-ton  train-loads 
and  20-ton  cars  at  a  cost  of  1.55  mills.  M.  de 
Lespinats  assumed  that  the  freight  in  question 
would  pay  its  share  of  the  sum  total  of  the  oper- 
ating expenses  of  the  railway,  and  would  in  addi- 
tion pay  interest  and  sinking  fund  charges  upon 
the  rolling  stock  employed.  Adding  such  charges 
to  the  costs  as  given  above,  he  was  of  the  opinion 
that  the  French  railways  were  able  to  carry,  and 
ought  to  carry,  bulky  and  low-value  freight,  deliv- 
ered in  300-ton  lots,  at  the  rate  of  4.2  to  4.8  milk  per 
ton-mile  for  the  first  125  mUes,  and  at  2.8  mills  to 
3.3  mills  for  every  mile  over  125  miles.  These  rates, 
he  held,  were  necessary  to  satisfy  the  needs  of  agri- 
culture and  industry;  and,  moreover,  they  were 
lower  than  the  rates  upon  the  canals  projected  by 
the  Government,  upon  which  it  was  proposed  to 
chaise  a  toll  of  1.7  mills  per  ton-mile  on  building 
materials,  coal  and  ores,  and  a  toll  of  2.2  mills  on 

*  PreUita&m  centri  Vtirgnwt  it  U  elauimtHt  da  Otnaidt  la  Mtiu. 
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Steel  and  iron.  M.  de  Lespinats  concluded  with 
the  statement  that  it  was  obviously  out  of  the  ques- 
tion for  the  State  to  approve  the  rates  he  had  sug- 
gested, unless  it  should  decide  to  break  with  its  past 
policy  of  insisting  that  the  railway  rates  be  kept  at 
kast  20  per  cent  above  the  rates  on  competing  water- 


The  Government  shortly  afterward  carried  its  pro- 
posal to  spend  some  500,000,000  francs  on*building 
additional  canals,  which  were  to  be  navigated  by 
300-ton  vessels  paying  tolls  of  1.7  mills  and  2.2  mills 
per  ton-mile  of  freight  carried.    While  these  propo- 
sals were  still  before  the  Chamber  of  Deputies,  M. 
Jozon,  Director  of  Navigation,  protested  before  the 
Railway  Advisory  Council  against  certain  requests 
01  the  railways  to  be  allowed  to  lower  their  rates. 
M.  Jozon  said  that  the  Government's  canal  scheme 
«as  based  on  the  supposition  that  the  freight  to  be 
carried  on  the  proposed  canals  would  be  able  to  pay 
certain  tolls.     If  the  railways  should  be  allowed  to 
lj»er  rates,  the  Government's  calculations  would 
\x  upset .♦ 

The  territory  north  of  the  Seine  and  the  Mamc 

r-.trs  is  the  seat  of  the  steel  and  iron  and  cotton  and 

w*^!  spinning  industries.     It  is,  in  fact,  the  great 

=unufacturing  region  of  France.     At  present  the 

TAjways  scr\ing  this  region,  the  Railway  du  Nord 

^A  the  Railway  de  TEst,  carr\'  less  than  one-half 

*  l«ct  Gujut:  Les  voits  navif^ables  et  U  prop'ammt  BauJin, 
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of  the  traffic.    Were  they  allowed  to  drive  out  of  the 
field  the  300-ton  canal  boats,  they  could  much  more 
than  double  their  present  traffic,  for  new  facilities 
create  new  business. '  With  such  an  increase  in  the 
volume  of  traffic,  it  would  be  possible  for  them,  with- 
out further  economies,  to  lower  enormously  their 
average  receipts,  which  are,  respectively,  1.2  cents 
and  1.28  cents  per  ton-mile  of  freight  carried.    Any 
such  increase  in  the  volume  of  traffic  would,  more- 
over, justify  these  roads  in  bringing  their  property 
up  to  something  like  American  standards  of  tech- 
nical efficiency ;  and  that  increased  efficiency,  in  turn, 
would  ultimately  lower  the  general  level  of  charges 
to  a  point  such  as  has  never  been,  and  never  can. 
be,  enjoyed  by  French  industry  on  a  300-ton  canal- 
boat  basis.     Finally,  freedom  for  these  roads  to  mak^ 
rates  in  competition  with  the  waterways  would  caus^ 
a  general  level  of  low  railway  rates  to  be  diffused  oveT 
the  whole  country,  and  would  do  away  with  the  ex- 
traordinary discrimination  which  now  exists  in  France 
in  favor  of  districts  supplied  with  waterways  and 
against  those  supplied  with  railways  alone.* 

♦  C  Colwn :  Transports  et  Tarifs. 


CHAPTER  VI 

AUSTRIA-HUNGARY  AND  THE  DANUBIAN  PROVINCES 

In  the  period  from  i860  to  1880,  the  merchants  of 
Scettin,  at  the  mouth  of  the  Oder,  exported  to  Eng- 
luid  large  quantities  of  grain  drawn  from  Bohemia, 
Moravia^  Galicia,  Hungary,  Rumania  and  even 
from  the  territory  lying  to  the  north  of  Odessa,  in 
Russia.  In  1867,  for  example,  the  Board  of  Trade 
of  Stettin  publicly  thanked  the  Austrian  and  Gali- 
cian  railways  for  the  intelligent  and  energetic  sup- 
port extended  to  the  merchants  of  Stettin,  who  were 
endeavoring  to  expand  their  operations  in  eastern 
Europe.  As  late  as  1877  Stettin  exported  to  Eng- 
land some  25,000  tons  of  Rumanian  wheat.  But  in 
the  four  years  ending  with  1901,  the  railways  carried 
into  Stettin  from  Russia,  Rumania,  Galicia,  Hungary, 
Bohemia  and  Austria  no  wheat,  no  rye  and  only  486 
:oQs  of  Indian  com. 

This  complete  destruction  of  Stettin's  export  trade 
':n  znin  raised  in  eastern  Europe  affords  a  dramatic 
nh^ration  of  the  destructive  effect  upon  commerce 
'•'  thf  refusal  of  the  State  railway  svstems  of  the  sev- 
^  European  countries  to  cooperate  with  one  another 
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for  the  purpose  of  making  such  through  rates  on 
freight  as  would  promote  the  free  exchange  of  goods. 
On  the  other  hand,  this  refusal  of  the  several  Euro- 
pean State  railway  systems  to  cooperate  with  one 
another  is  one  of  the  most  characteristic  outcomes 
of  the  State  ownership  and  the  State  mana^ment  of 
the  railways.  It  seems  to  be  impossible  for  a  State 
that  is  engaged  in  fostering  industries  by  means  of 
protection  to  refrain  from  regulating  the  railway 
rates  with  a  view  to  supplementing  the  protective 
tariff.  It  is  not  a  mere  coincidence  that  Great  Brit- 
ain, the  great  exponent  of  free  trade,  should  be  the 
only  country  of  Europe  that  luis  steadfastly  refused 
to  regulate  railway  rates  with  a  view  to  checking 
imports. 

In  1879  Prussia  entered  upon  the  policy  of  State 
ownership,  and  in  1880  the  Prussian  Government 
broke  o£E  the  arrangements  under  which  the  railways 
Pmstia  refuses  to  ^^  PTUssla  had  Cooperated  with  those 
promote  Trans-  of  Austria  and  Hungary,  for  the  pur- 
coniinefUaiTraffie  ^^  ^f  making  such  rates  as  would 
enable  the  grain  of  the  Danubian  countries  to  go 
to  England  by  raU  and  sea,  by  way  of  Stettin  and 
Hamburg.  The  Austro-Hungarian  railways  tried 
to  save  themselves  by  transferring  the  grain  of  east- 
em  Europe  to  the  Elbe  at  Laube-Tetschen  and  Aus- 
sig,  the  head  of  navigation  on  the  Elbe  for  vessels 
carrying  average  loads  of  300  to  400  tons.  But  the 
competition  of  the  American  grain  in  Liverpool  soon 
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became  so  keen  that  the  grain  of  eastern  Europe  be- 
came unable  to  bear  the  burden  of  the  transfer  from 
rap  to  river  and  of  the  relatively  high  charge  made 
for  the  carriage  by  rail  from  the  Danubian  countries 
to  the  head  of  navigation  on  the  Elbe.    This  charge 
for  the  haul  by  rail  became  relatively  higher  each 
Tear ;  for,  as  will  appear  shortly,  the  check  upon  the 
development  of  traffic  resulting  from  State  owner- 
ship and  State  regulation  prevented  the  Austro-Hun- 
piisLTi  railways  from  developing  enough  traffic  to 
justify  railways  of  the  American  type  and  of  American 
efficiency.    The  railway  charges  on  the  grain  of  east- 
em  Europe  destined  for  England  by  way  of  the 
Elbe  remained,  therefore,  comparatively  stationary; 
whereas  those  on  American  grain  destined  for  Eng- 
land declined  very  rapidly,  with  the  result  that  the 
pain  of  eastern  Europe  had  to  find  a  new  outlet  to 
Elngland  and  western  Europe.     It  turned  eastward, 
sought  the  Black  Sea  by  way  of  the  Danube,  and  then 
went  by  way  of  the  Mediterranean  Sea  and  the 
Atlantic  Ocean  to  England,  Belgium,  Holland  and 
Geraiany.     At  present  the  grain  of  western  Rumania 
pjes  by  rail  to  the  Danube,  thence  by  river  to  the 
Black  Sea,  thence  in  vessels  of  looo  to  3500  tons' 
capacity  to  Rotterdam  or  Hamburg,   from  which 
places  it  goes  by  river  to  Mannheim  on  the  Rhine 
'^r  to  MaRcleburg  and  Dres<lcn  on  the  Kllx?. 

Orain.  lx*ef,  [X)rk,  dairy  prcKlucts,  fruits,  vej^etables 
^  limber  are  the  staple  products  of  the  Danubian 
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countries.  But  all  of  these  compete  with  the  prod- 
ucts of  the  soil  owned  and  tilled  by  the  landed  aris- 
tocracy of  Prussia,  which  dictates  the  policy  of  the 
Prussian  Government.  Therefore,  the  Prussian 
Railway  Department  has  thus  far  steadily  refused 
to  cooperate  with  the  Austro-Hungarian  railway  for 
the  purpose  of  promoting  the  importation  into  Ger- 
many and  western  Europe  of  the  staple  products  of 
eastern  Europe. 

The  Austrian  State  railways  have  been  com- 
paratively moderate  in  the  practice  of  discriminat- 
ing agamst  imports  from  Germany,  by  making  a 
Aiutrian  Praaki  higher  charge  for  the  carriage  of  im- 
miraiiMidby  ^^  articles  than  for  the  carriage 

Private  Com-  of  articles  of  domestic  manufacture. 
pamiet  This  IS  due  mainly  to  the  fact  that, 

about  42  per  cent  of  the  Austrian  railways  are  stiH 
operated  by  companies,  which,  of  course,  take  busL — 
ness  wherever  they  can  get  it  and  ask  no  question-.^ 
as  to  whether  that  business  is  of  domestic  or  c^f 
foreign  origin.    And  the  competition  from  the  con:^- 
panies  forces   the  State,  under  penalty  of  losic&.s 
traffic,  to  adopt  a  more  liberal  policy  than  it  wouIS.<3 
otherwise  pursue.     It   is,   however,   becoming  La3.- 
creasingly  difficult  for  the  State  to  adhere  to   its 
somewhat  liberal  practices,  partly  because  the  pra«cr- 
tices  of  the  Prussian  Railway  Department  are  \y^> 
coming  more  and  more  irritating,  thus  arousing  ttxe 
Austrians  to  demand  retaliatory  measures,  and  partZj' 
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because  of  the  tremendous  wave  of  protectionist  sen- 
timent that  is  sweeping  over  all  Europe. 

In  Hungary  the  State  owns  or  operates  82  per  cent 
of  the  raUways,  and  it  pursues  with  great  energy 
the  policy  of  regulating  railway  rates  in  such  manner 
Hmmgary  makes  ^  ^^  ioTCQ  exports  and  to  check  im- 
Mmhfty  Rmtu  m  ports.  In  fact,  the  Hungarian  Gov- 
T^nfB^rrur  emment  has  done  on  a  large  scale 
what  so  many  of  our  own  State  Railroad  Commis- 
sions would  love  to  do  and  have  done  on  a  petty  scale. 
The  Hungarian  Railway  Department  has,  in  effect, 
csublished  a  customs  barrier  against  Austria,  by  mak- 
ing heavy  discriminations  in  favor  of  Hungarian  man- 
ufactures and  against  Austrian  manufactures.  And 
It  times,  when  the  relations  between  Austria  and  Hun- 
Ijary  have  been  more  than  usually  strained,  German 
manufactures  imported  into  Hungary  have  enjoyed 
niore  favorable  rates  than  Austrian  manufactures. 

Early  in  the  eighties,  Germany  adopted  stringent 
nicasures  against  the  importation  of  cattle  and  hogs 
from  Austria-Hungary,  reducing  the  imports  of  cat- 
tle from  38,000,000  florins  in  1877  to  4,000,000  in 
'881.     Germany  professed  that  it  desired  merely  to 
protect   itself  against  the  importation,   by  way  of 
Austria- Hungary,   of  epidemic   diseases  from   Ru- 
'^ania  and  s^)uthwestem  Russia;    but  as  a  matter 
^>f  fact.  Germany  was  guided  largely  by  the  desire 
to   protect    its  cattle   and   hog   interests.     Austria- 
Hungary  followed   by  prohibiting  the  importation 
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of  cattle  and  hogs  from  Rumania,  at  first  in  the  hope 
that  Germany  would  remove  the  restrictions  upon 
imports  from  Austria-Hungary,  and  later  from  a  de- 
sire to  protect  the  cattle  and  hog  interests  of  Hungary 
against  competition  from  Rumania.  Under  this  pro- 
hibition the  Rumanian  exports  of  cattle  and  hogs 
fell  from  20,000,000  francs  in  1879  to  2,000,000  in 
1889.  ^^  f2,ct,  the  cattle  industry  of  Rumania  was 
ruined  by  the  action  of  Austria-Hungary.  By  way 
of  retaliation,  Rumania  raised  the  duties  upon  arti- 
cles imported  from  Austria-Hungary,  and  thus 
reduced  the  proportion  borne  by  the  imports  from 
Austria-Hungary  into  Rumania  to  the  total  imports 
into  Rumania  from  48.5  per  cent  in  the  period  from 
1876  to  1885  to  1 7. 1  per  cent  in  1887  and  14.5  pei 
cent  in  1890.  Retaliatory  measures  taken  by  Aus- 
tria-Hungary, in  turn,  reduced  the  proportion  borne 
by  Rumania's  exports  to  Austria-Hungary  to  the 
total  of  Rumania's  exports  from  35  per  cent  in  the 
years  1876-85  to  8  per  cent  in  1887,  and  3.25  pei 
cent  in  1890. 

The  trade  with  Rumania  which  Austria-Hungary 
lost  fell  to  Great  Britain  and  to  Germany.  That 
meant  that  the  tariff  war  between  Austria-Hungary 
and  Rumania  deprived  the  railways  connecting  those 
countries  of  great  volumes  of  traffic.  Great  Britain 
trades  with  Rumania  exclusively  by  way  of  the 
Mediterranean,  the  Black  Sea  and  the  Danube,  and 
Germany  does  so  in  the  main. 
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In  the  later  eighties,  Germany  made  great  efforts 
to  reach  the  markets  on  the  Danube  and  in  the 
Balkan  peninsula  by  way  of  the  overland  railways. 

VumEfertscf     ^^*    ^^    eflforts   were    defeated    by 
toremck  Hungary,  which  refused  to  make  con- 


liairmMmrkiU  cessions   in   rates  on   any   German 

manufactures  that  competed  with  the 
products  of  the  infant  industries  that  Hungary  was 
fostering.  Germany  then  turned  to  the  Danube  and 
sought  to  get  concessions  from  the  steamship  com- 
panies running  from  Passau,  in  Bavaria,  and  from 
Tienna  to  the  mouth  of  the  Danube.  But  here 
again  it  was  checkmated  by  the  Hungarian  states- 
men, who  had  various  means  of  intimidating  the 
Austrian  steamship  companies.  One  of  them  was 
the  toll  charged  upon  freight  passing  through  the 
canal  at  the  Iron  Gate.  Another  means  was  the 
relation  existing  between  the  Austrian  Government 
and  the  leading  steamship  company  on  the  Danube, 
by  reason  of  the  subsidy  paid  the  latter  by  the 
Austrian  Government.  The  Hungarian  statesmen 
ust  the  Austrian  Government  to  understand  that 
it  could  promote  friendly  relations  between  Austria 
and  Hungary  by  intimating  to  its  protege^  the  Dan- 
ube Steamship  Company,  that  it  must  not  go  too 
far  in  promoting  German  trade  with  the  Danubian 
countries  and  the  Balkan  peninsula. 

In  due  time  Germany  realized  the  hopelessness 
of  its  efforts  to  develop  a  transcontinental  traffic  by 
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rail;  and,  in  1890,  it  establislied  the  so-called  "Le- 
vant tariffs."  From  all  parts  of  Germany  low  rail- 
way rates  are  made  to  Hamburg  and  Rotterdam  on 
goods  destined  for  eastern  Europe  by  steamer.  From 
the  Levant  ports  the  goods  are  sent  inland  by  rail  or 
by  river. 

In  1869  Baron  Hirsch,  the  Vienna  financier,  ob- 
tained franchises  for  the  "  Soci^tfi  Imp^riale  des  che- 
mins  de  fer  Ottomans,"  which  was  to  open  up  the 
interior  of  the  Balkan  peninsula  from  the  ports  of 
Constantinople  and  Saloniki,  and  was  to  connect 
those  cities  with  the  railways  of  western  Europe. 
Immediately  British  and  Austrian  diplomacy  set 
to  work  in  secret  to  defeat  the  scheme  to  connect 
western  Europe  by  rail  with  Constantinople.  Great 
Britain  and  Austria  were  averse  to  having  Germany 
and  Belgium  obtain  an  outlet  by  rail  to  the  Levant 
for  their  manufactures.  Not  until  1888  was  the 
through  line,  Vienna-Saloniki-Constantinople,  opened 
to  traffic.  As  late  as  1892  we  find  Austrian  publi- 
cists who  aspired  to  show  Austria  the  way  to  com- 
mercial and  industrial  greatness  deploring  the  fact 
that  Austrian  capital  and  Austrian  brains  should 
have  been  put  to  the  base  purpose  of  promoting 
German  trade  with  the  Balkan  peninsula. 

For  a  number  of  years  the  Turkish  Government 
refused  to  give  Servia  access  to  the  ^Egean  Sea  by 
way  of  Saloniki,  by  refusing  to  connect  the  Turkish 
railway  running  northwestward  from  Saloniki  with 
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the  Servian  railway  running  from  Nish  to  Vranje. 
When  the  connection  was  finally  made,  in  1888,  the 
German  Government  immediately  appointed  to  the 
office  of  consul  at  Nish  a  man  thoroughly  familiar 
with  the  trade  routes  to  the  East,  who  was  to  watch 
that  England  and  France  should  get  no  better  rates 
mto  Servia  by  way  of  Salon  iki  than  Germany  could 
Brt  by  way  of  rail  to  the  Danube,  thence  by  way  of 
the  Danube  to  Belgrade,  and  thence  by  rail  into  the 
bterior  of  Servia.  The  Servian  Government  is,  how- 
ner,  disinclined  to  cooperate  with  Germany  in  letting 
the  overland  rail  and  river  route  hold  its  own  against 
the  ocean  and  rail  route ;  and  the  trade  that  formerly 
»cni  to  Servia  by  way  of  the  Danube  is  shifting  to 
the  ocean  route.  The  advantage  of  the  latter  route 
the  French  consul  at  Belgrade,  M.  Millet,  set  forth  in 
telling  manner  in  1889.  He  said  that  the  French 
merchant  who  shipped  into  Servia  by  way  of  Saloniki 
had  to  secure  the  cooperation  only  of  the  French  rail- 
ways, the  ocean  steamers  and  the  Servian  railways. 
But  the  French  merchant  who  shipped  into  Ser\'ia 
by  the  overland  route  had  to  secure  the  cooperation 
of  some  twenty  different  transportation  agencies, 
«ch  one  of  which  was  acting  constantly  on  the  suf>- 
position  that  its  interests  were  in  conflict  with  the 
interests  of  all  the  others. 

WTien  the  first  steps  were  taken  to  connect  by  rail 
the  industrial  centres  of  western  Europe  and  the  agri- 
cultural   regions   of   southeastern    P^urope,    it    was 
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predicted  in  countless  speeches  and  articles  in  all  the 
languages  of  Europe  that  a  great  transcontinental 

AtotoM//<«/-  *^"^*=  ***"^*^  ^P""8  "P'  consisting  of 
oHsia  prevent  manufactured  Commodities  moving 
Raihx^  Trq0u  eastward  and  of  raw  materials  and 
food-stuffs  moving  westward.  But 
those  predictions  have  come  to  naught.  The  Feasm 
is  that  for  decades  past  each  one  of  the  countries  con- 
cerned has  been  fighting  every  other  one,  on  the  sup- 
position that  its  interests  conflicted  with  the  interests 
of  every  other  one  of  the  countries.  Nowhere  has 
there  appeared  the  slightest  tendency  to  unite  into  an 
economic  unit  the  industrial  West  and  the  agricul- 
tural E^t.  The  result  has  been  the  practical  faQure 
to  develop  through  traffic  between  the  East  and  the 
West.  What  should  be  a  transcontinental  railway 
is  simply  a  number  of  local  railways,  which  are  physi- 
cally connected,  but  exchange  with  one  another 
comparatively  little  longndistance  or  through  traffic 
Each  local  link  has  its  local  traffic,  and  little  more. 
On  the  other  hand,  the  efficient,  modem  railway, 
which  hauls  freight  in  train-loads  rising  to  3000  tons, 
can  exist  only  where  there  are  enormous  quantities 
of  freight  moving  over  long  distances.  The  failure 
to  develop  traffic  of  that  kind  to  be  moved  by  rail 
between  western  and  eastern  Europe  is  the  reascm 
why  the  railways  of  Austria-Hungary  and  of  the 
Danubian  countries,  as  well  as  those  of  the  Balkan 
peninsula,   have  remained  technically  where  they 
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were  in  1870.  But  the  lo-ton  car  and  the  raOway 
with  train-loads  of  200  and  300  tons,  even  when  used 
IS  mere  feeders  to  the  waterways,  are  in  1905  no 
knger  efficient  agencies  of  transportation.  They 
00  longer  give  the  agricultural  products  of  eastern 
Europe  a  fair  chance  to  compete  in  western  Europe 
with  the  agricultural  products  of  the  United  States ; 
and  this  means  that  eastern  Europe  is  not  developing 
IS  fist  as  it  might  develop,  and  that  it  does  not  con- 
sume anything  like  the  amount  of  the  products 
turned  out  by  the  industries  of  western  Europe  that 
it  m^ht  be  made  to  use. 

It  is  true  that  the  peoples  of  the  Balkan  peninsula 
lod  of  the  Danubian  provinces,  as  the  result  of  cen- 
turies of  misrule,  still  are  miserably  poor,  suspicious 
of  every  innovation  and  all  but  hopelessly  apathetic. 
But,  over  and  over,  one  thing  has  been  shown — 
that  there  is  a  way  of  overcoming  the  inertia  and  the 
apathy  resulting  from  long-continued  oppression,  and 
that  is  to  give  the  people  in  question  "the  chance  to 
niake  a  dollar."  Industry  and  trade  are  the  great 
civilizing  agencies,  and  nothing  promotes  them  so 
effectively  as  do  modem  means  of  transportation. 
The  countries  of  Europe  have,  therefore,  inflicted 
upon  themselves  immeasurable  harm,  by  pursuing 
a  policy  which  has  reduced  their  railways  to  mere 
fetdcrs  to  the  waterways  and  has  prevented  them 
f^>m  becoming  modem  and  eflicient  means  of  trans- 
{^jftatbn. 
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Rumania,  Bulgaria  and  Servia,  countries  with  a 
population  of  some  12,000,000  and  with  vast  agri- 
cultural resources,  at  one  time  looked  forward  to 
gaining  an  overland  outlet  by  rail  to  western  Europe. 
At  present  they  build  their  railways  entirely  with  the 
view  of  reaching  the  Black  Sea  or  the  ^Egean  Sea; 
but  the  Danube  still  remains  the  great  highway  to 
the  Black  Sea,  the  railways  being,  in  the  main,  feeders 
to  that  river.  About  70  per  cent  of  the  exports  and 
imports  of  these  countries  go  out  and  come  in  by  way 
of  the  Black  Sea  ports ;  and  about  70  per  cent  of 
that  proportion,  in  turn,  goes  and  comes  by  way  of 
the  Danube,  rather  than  by  way  of  the  railways  lead- 
ing inland  from  the  ports  of  Burgas,  Vama,  Con- 
stanta, Braila  and  Galaz. 

Upon  the  Danube,  in  Rumania,  a  waterway  of  590 
miles,  a  600-  to  700-horse-power  steamer  will  tow 
up-stream,  at  the  rate  of  3  miles  an  hour,  8  barges 
carrying  5200  long  tons  of  paying  freight.    The  pub- 
lished  charges  for  merchandise  carried  up-streaffi 
range  from  0.407  cent  per  short-ton  mile  for  a  distance 
of  200  miles  to  0.349  cent  for  a  distance  of  480  mfles- 
For  the  carriage  of  bulky  goods,  delivered  in  barg^ 
load  lots,  the  charges  range  from  0.235  cent  pet" 
short-ton  mile  for  distances  under  350  miles  to  0.176 
cent  for  distances  exceeding  625  miles.    On  grain 
carried  down-stream,  the  published  charges  range 
from  0.1 15  cent  to  0.173  cent;   and,  at  times,  the 
charges  actually  made  have  fallen  to  0.059  cent  per 
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ton-mfle.     The  lowest  published  rate  is  o.i  cent, 
which  applies  to  building  stone  carried  down-stream. 
The  bulk  of  the  Rumanian  wheat  and  com  is 
raised  west  of  longitude  25  degrees  30  minutes; 
and  that  part  of  it  which  is  exported  finds  its  prin- 
cipal market  in  the  interior  of  Germany,  going  as 
bx  inland  as  Mannheim  on  the  Rhine  and  Magde- 
burg on  the  Elbe.     Tum-Magurele,  which  may  be 
taken  as  the  "centre  of  gravity"  of  the  Rumanian 
wheat  and  com  district,  is  1440  miles  from  Magde- 
burg, by  way  of  the  Danube,  the  proposed  Danube- 
Moldau-Elbe    canal    and    the    Elbe.      A    modem 
Rtilway  should  have  no  difficulty  in  carrying  wheat 
and  com  that  distance  for  0.33  cent  per  gross  ton- 
nule,  or  $4.75  a  gross  ton.    In  the  United  States, 
millions  of  bushels  of  wheat  for  export  have  moved 
to  the  seaboard  at  less  than  0.15  cent  per  short-ton 
^e,  and  probably  the  average  receipts  for  grain 
*ioving  to  the  Atlantic   seaboard   for  export  are 
^^arer  0.2  cent  than  0.3  cent  per  short- ton  mile. 

Grain  raised  in  westem  Rumania  and  shipped  to 
•Magdeburg  goes  by  rail  to  the  Danube,  thence  an 
•Verage  distance  of  475  miles  by  river  to  the  Black 

'^otttotheRw  ^^^^  thence  a  distance  of  4365  miles 
^•<iman  Farmer  by  sea  to  Hamburg,  and  thence  185 
VDificUfU  RaiU  miles  by  the  river  Elbe.  The  total 
^'^^^  charge  for  the  shipment  is  $6.66  a 
long  ton,  or  $0.50  in  excess  of  the  present  cost  (May, 
1903)  of  moving  a  long  ton  of  wheat  or  flour  from 
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Duluth,  Minn.,  to  Magdeburg  on  the  Elbe.  Could 
the  cost  of  the  three  transshipments  from  raOway  car 
to  river  vessel,  from  river  vessel  to  ocean  vessel  and 
from  ocean  vessel  back  to  river  vessel  be  eliminated, 
a  saving  of  $1.30  a  ton  could  be  effected.  Could 
wheat  be  carried  overland  for  from  0.22  cent  to  0.33 
cent  per  long-ton  mile,  the  saving  effected  would  be 
$3.50  to  $1.90  a  ton.  In  1902  those  last  sums  would 
have  represented  respectively  14  per  cent  and  7  per 
cent  of  the  average  price  of  wheat  in  the  western 
Rumanian  Danube  markets.  In  other  words,  had 
the  Rumanian  farmer  in  1902  been  served  by  mod- 
em railways,  the  wheat  which  he  raised  would  have 
brought  him  upward  of  7  per  cent  to  14  per  cent  more 
than  it  in  fact  brought  him.  That,  in  turn,  would 
have  meant  an  increase  in  the  purchasing  power  of 
the  Rumanian  farmer  and  a  greater  export  of  Ger- 
man manufactures  to  Rumania. 

When  Austria-Hungary  forbade  not  only  the  im- 
port, but  even  the  transit,  of  Rumanian  cattle  and  hc^ 
Rumania  tried  to  help  itself  by  shipping  cattle  and 
hogs  to  western  Europe  by  way  of  the  Black  Sea  and 
the  Mediterranean.  But  the  experiment  failed,  be- 
cause the  animals  lost  too  much  weight  in  the  course 
of  the  voyage.  The  result  was  that  the  export  of 
cattle  fell  from  30,600  head  in  1879  to  8900  head  in 
1900,  and  that  of  hc^  from  153,600  in  1879  to  2300 
in  1900. 

The  loss  of  the  export  market  so  discouraged  the 
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Rumanian  farmer  that  he  discontinued  his  efforts  to 
improve  the  breed  of  his  cattle  and  hogs,  and  that, 
Id  tum^  became  one  of  the  main  obstacles  to  the 
building  up  of  an  export  trade  in  slaughtered  cattle 
ind  hog&.  A  further  obstacle  was  found  in  the 
refusal  of  the  Prussian  Railway  Department  to 
cooperate  with  Rumanian  packers  of  beef  and  hogs 
Id  giving  Rumanian  beef  and  pork  access  to  German 
markets.  In  1899,  for  example,  a  packer  at  Jassy, 
in  northern  Moldavia,  30  hours  by  rail  from  Berlin, 
opened  negotiations  with  the  Prussian  Railway  De- 
ptrtment  for  rates  on  meat  from  Jassy  to  Berlin. 
The  packer  was  of  opinion  that  he  would  be  able  to 
market  in  Berlin  30  tons  of  meat  a  day.  But  the 
Pnissian  landowners  compelled  the  Railway  Depart- 
ment to  drop  the  negotiations. 

Rumania,  Ser\'ia  and  Bulgaria  have  extensive  areas 
of  excellent  grazing  lands,  and  by  soil  and  climate 
these  countries  arc  even  better  fitted  for  raising  com 
than  for  raising  wheat.  The  farmers  of  these  coun- 
tries could  greatly  improve  their  condition,  and  they 
wouW  become  much  better  customers  of  the  manu- 
facturing countries  of  western  Europe,  particularly 
of  Germany,  were  it  practicable  for  them  to  turn  more 
to  the  raising  of  com,  cattle  and  hogs  for  the  markets 
of  westem  Europe.  But  at  present  they  cannot  imi- 
tate the  example  of  the  farmer  of  the  American  com 
l*lt.  and  seek  relief  from  the  falling  price  of  wheat 
^'  raising  com  and  feeding  it  to  cattle  and  hogs. 
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OD  the  canals,  which  tolls  should  he  raised  or  lowered 
to  suit  the  combined  requirements  of  commerce  and 
the  State  treasury*  | 

Mr.  von  Miquel,  as  Minister  of  Finance,  added    j 
in  the  most  emphatic  terms  that  the  Government    » 
would  not  listen  to  requests  for  reductions  in  rail-    I 
way  rates  from  districts  or  interests  that  thought  the    i 
proposed  canal  would  put  them  at  a  disadvantage    ! 
as  compared  with  some  rival  district  or  interest 
The  Railway  Department  must  continue  to  have  the 
power  to  make  such  rates  as  were  to  its  advantage. 
Should  the  State  enter  upon  the  policy  of  giving  one 
district  or  interest  reduced  raUway  rates,  by  way  <rf 
compensation  for  a  canal  given  to  some  other  dis- 
trict or  interest,  the  result  would  be  that  the  railway 
revenues  would  disappear  through  the  granting  of 
excessive  abatements  in  railway  charges ;  and  again, 
so  far  as  the  canals  were  concerned,  either  the  Gov- 
ernment's plans  would  be  completely  blocked  Iqr 
sectional  jealousies,  and  canal  building  thus  topped 
altogether,  or  the  Government,  forced  too  far,  would 
waste  the  State's  resources  upon  the  building  of 
unnecessary  canals.    What  the  granting  of "  compen- 
sations" led  to,  the  local  governing  bodies  of  Prus — 
sia  had  learned  to  their  sorrow  in  building  highway^s 
and  "secondary"  or  narrow  gauge  railways.    Tkz3 
carry   such   "log-rolling"   into   the  National  Di^t 

•  ZeitUHg  dtt  Vtreiiu  DttUsckcr  Eisinbahnvtraaltmitpn,  April  ^4 
1S99,  Mi.  von  Miquel ;  mlio  Febriuu?  9  uid  Apiil  37,  igoi ;  and  Ze^4- 
uhrififuir  Binntmch^akrt,  1901,  Hefte  6  ud  ti. 


THE  RECENT  CANAL  BILLS  103 

would  be  nothing  short  of  disastrous  to  the  public 


SbcHtly  after  the  Minister  of  Finance  had  taken 
this  uncompromising  stand  on  the  question  of  ^'com- 
pensations," the  Committee  of  the  Diet,  appointed  to 
consider  the  canal  biU,  reported  adversely.    There- 
upon  his   Excellency,   the   Prince   zu   Hohenlohe, 
President  of  the  Prussian  Ministry  and  Chancellor 
of  the  Empire,  who  had  thus  far  taken  no  part  in  the 
debate,  informed  the  Diet  that  the  Government  had 
itooQsidered  and  would  take  measures  to  protect 
those  districts  which  should  derive  no  benefit  from 
the  proposed  canals.     If  necessary,  he  said,  such 
districts  should  have  reductions  in  railway  rates 
vhich  should  counterbalance  the  advantages  accru- 
ing to  their  competitors  from  the  canals.    The  Diet 
then  resubmitted  the  bill  to  the  Committee,  with  in- 
structions to  investigate  and  report  upon  the  matter 
of  compensations.f    Not  long  after,  as  the  Zeiiung 
its  Vertins   Deutscher  Eisenbahnverwaltungen   re- 
p(^ed,  demands  for  compensations  came  in  from 
*I1  parts  of  Prussian  territory  in  such  volume  that 
it  was  impossible  to  undertake  to  enumerate  them. 
The  representatives  from  Silesia,  who  feared  the 
competition  of  the  Ruhr  industries  in  Berlin  and 
other   common    markets,   were   most  insistent  on 

*  Znfmmg  Jti    Vereims  Dtutscktr  Eistmhakm:trx»cliungen^  March  33 
•*iApnl  19.  189Q. 

*  Ik  Jejune  17  and  38  and  July  t,  1899.     For  characteristic  reqnetti 
***  aitci  (4  Jaoaary  II,  March  18,  April  J9  and  Auguit  a  and  5,  1899. 
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compensation.  Their  parliamentary  leader,  Count 
Strachwitz,  induced  the  King  to  sanction  with  his 
own  word  the  promise  of  bis  Prime  Minister  in 
respect  to  compensations,  and  then  had  the  whole 
matter  embodied  in  an  amendment  to  the  bill.* 

The  debate  on  the  canal  bill  precipitated  a  conflict 
of  sectional  and  class  interests  that  completely  disil- 
lusionized many  people  who,  under  the  influence  of 
economists  in  reaction  against  Adam 
'^^SZTmficts  Smith,  had  persuaded  themselves  that 
the  State  could  carry  on  the  business 
of  transportation,  foster  infant  industries  and  other- 
wise intervene  in  the  money-getting  affairs  of  men, 
without  reducmg  politics  to  "a  seething  and  strug- 
gling aggregate  of  numberless  localisms  —  rarely 
or  never  losing  themselves  in  the  stream  of  na- 
tional feeling."  Count  Kanitz,  the  leader  of  the 
opposition  to  the  bill,  led  off  with  the  statement  that 
the  proposed  canals  would  promote  the  concentra- 
tion of  industry  in  the  West  at  the  expense  of  the 
East,  and  thus  cause  the  latter  to  suffer  still  further 
losses  of  its  laboring  population.f  Count  Limburg- 
Stirum,  leader  of  the  Conservative  Party,  indorsed 
the  statement  that  the  proposed  canals  would  enrich 
the  West  at  the  expense  of  the  East.  Count  von 
Ballestrem,  President  of  the  Reichstag  in  1900  and 

•  Zeiluitg  da  VirriHt  Diutichtr  EiseithaknVtrttHillWtgtn, 
16,1899. 

t  E.  von  Ejmeni :  Zwantig  Jakre  Kanalkaimfft, 
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leader  of  the  faction  of  the  Centrum  (Catholic  PartyX 
said  that  the  newspaper  press  had  represented  the 
conflict  as  one  merely  between  the  landed  interests 
and  the  industrial  mterests.    That  was  a  misrepre- 
srntation.    The  conflict  was  between  the  industries 
of  the   Ruhr  district,  on  the  one  hand,  and   the 
industries  of  the  Saar,  of  Silesia  and  of  the  other 
industrial  centres,  on  the  other  hand.    His  own  con- 
stituents—  the  farmers,  manufacturers  and  traders 
of  SQesia  —  were  united  in  opposing  the  bill,  unless 
they  could  obtain  satisfactory  concessions  in  the 
way  of  reduced  raUway  charges.    Mr.  von  Koeller, 
for  many  years  President  of  the  Prussian  House  of 
Deputies,  indorsed  the  statement  that  the  fight  was 
not  alone  between  industry  and  agriculture,  but  also 
between  the  Ruhr  and  the  other  industrial  centres. 
.\fter  the  bill  had  been  defeated,  the  editor  of  Stahl 
wd  Risen  wrote  that  the  conflict  of  interests  between 
the  different  industrial  centres,  which  had  shown 
itself  in  connection  with  the  debate  on  the  canal  pro- 
posak,  was  but  a  reappearance  of  the  old  conflicts 
attending  all  efforts  to  reduce  railway  rates  on  iron 
ores* 

There  were  many  other  aspects  of  this  seething 
mass  of  localisms.  Hamburg,  for  example,  opposed 
^  canal  on  the  ground  that  it  would  redound  pri- 
tnarilv  to  the  benefit  of  Bremen.  Emden,  at  the 
OHxith  of  the  Dortmund-Ems  canal,  feared  that  it 

*  SiaJd  tmd  Eiitn^  April  I,  1900. 
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would  benefit  the  Dutch  ports  and  their  virtual  out- 
posts, Ruhrort  and  Duisburg.  The  lumber  mills  of 
the  Ruhr  district  feared  that  the  canal  would  bring 
in  the  cheap  timber  and  lumber  products  of  east- 
cm  Prussia  and  Russia.  The  coal-miners  of  Saxony 
feared  an  invasion  of  Ruhr  coal.  All  of  these  inter- 
ests and  others,  though  quarrelling  among  themselves, 
the  Agrarians  brought  together  into  a  solid  opposition 
that  defeated  the  Government's  measure.  The 
Agrarians,  or  landed  aristocracy  of  Prussia,  them- 
selves feared  that  the  proposed  canal  would  imme- 
diately and  directly  injure  them  by  facilitating  the 
importation  of  foreign  agricultural  produce;  but 
they  feared  still  more  that  the  proposed  improve- 
ments in  the  means  of  transportation  would  hasten 
Germany's  advance  as  an  industrial  State,  and  thus 
more  remotely  and  indirectly  impoverish  the  landed 
interests  by  increasing  wages  and  the  scarcity  of 
E^cultural  labor.  They  also  dreaded,  should  the 
industrial  West  prosper  more  and  more,  the  eclipse  of 
themselves  politically,  through  the  rise  into  power  and 
consideration  of  yet  more  new  men — the  great  leaders 
of  industry,  in  addition  to  bankers  and  merchants.* 
There  was  another  instructive  aspect  of  the  par- 
liamentary stru^le  over  the  canal  bill.  When  this 
measure  was  introduced  into  the  Diet,  the  parlia- 
mentary parties  or  factions  did  not  treat  it  at  all  as> 


THE  RECENT  CANAL  BILLS  107 

a  party  measure.    The  individual  members  of  each 
party  or  group  approved  the  bill  or  opposed  it,  accord- 

Tr^miportaikm      i'^g  ^  ^^  appeared  advantageous  or 
*2»nii&msmnd       harmful  to  their  constituencies.     But 
rtrtyPi$btus        ^  ^jj^^   ^^n\  on,  the   measure   be- 
came more  and  more  a  party  measure ;  and  often - 
tinics  the  attitude  of  a  faction  or  party  depended,  not 
upon  the  supposed  merits  or  demerits  of  canals,  even 
when  regarded  from  the  most  parochial  point  of 
view,  but  upon  ulterior  party  motives.     Thus  the 
interest  in  the  bill  of  the  members  of  the  Liberal 
ftirty  ultimately  came  to  be,  to  no  small  extent,  that 
the  casting   of   the   Conscr\'ative    (Agrarian)    vote 
against  the  bill  might  mean  a  jxTmanent  rupture 
between   the   Crown   and   the   Conservative   Party, 
ami  therefore  might  lead  to  an  alliance  of  the  Crown 
with  their  own  party .♦     Again,  at  one  time  Get- 
*w«w,  the  organ  of  the  Catholic  Party,  informed 
"the  friends  of  the  canal,  in  Parliament  and  in  the 
Administration,"  that  if  the  electoral  bill  then  before 
the  Diet  should   Ix?  lost,  the  canal  bill  would   be 
defeated  also.f     The  Consen-ativc  Party,  in  turn, 
^posc<l  the  bill  partly  in  order  to  demonstrate  to  the 
Crown  that  it  could  not  carry  on  the  Government 
without  the  support  of  the  landed  aristocracy.     It 

*  f*teuuii(Ke  Jakrhufiker^  May,  fuly,  Srplcnil>cr   and  October,  1 899  ; 
**•  forrcot  twun  «»f  Mufmhenrr  Al^i^rmetue  Zfttun^. 

^  Mutn^kener   Atli^emnne   /.etiunt^,  August  15,  IS^^;    K.  v«»n  Kvnrrn  : 
"^^^iii /akre  A'^Htiik.irmf'je .  an- 1  ( 1.  Zocp^l :  Auin\urn^e  J/anJtis/'ohiik 
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had  not  become  reconciled  to  the  new  policy  of  the 
commercial  treaties,  inaugurated  in  the  latter  part 
of  the  eighties  by  the  late  Chancellor  von  Caprivi, 
under  which,  in  1894,  the  duties  on  agricultural 
products  coming  from  Russia  had  been  lowered, 
in  return  for  a  lowering  of  duties  on  German  manu- 
factures exported  to  Russia.  The  Prussian  Gov- 
ernment acknowledged  this  challenge  when  it  replied, 
through  Prince  zu  Hohenlohe,  that  the  canal  bill 
could  not  be  disposed  of  as  a  separate  measure ;  that 
the  final  disposition  of  the  bill  would  have  far-reach- 
ing consequences  for  the  Conservative  Party;  that 
should  there  be  a  rupture  between  that  Party  and 
the  Government,  the  effects  would  be  felt  by  the 
Conservative  Party  when  the  Government  took  up 
the  contemplated  revision  of  the  customs  duties.* 

Two  days  before  the  final  vote  on  the  bill,  the  King 
sent  a  telegram  to  the  Minister  of  the  Interior,  Mr. 
von  der  Recke,  instructing  him  to  request  deputies 
who  were  at  the  same  time  Government  officials  to 
abstain  from  voting  or  to  resign  their  seats,  should 
they  be  unable  to  vote  affirmatively .f  On  Saturday, 
the  19th  of  August,  the  Diet  rejected  by  a  vote  of 
235  to  147  the  proposal  to  connect  the  Dortmund- 
Ems  canal  with  the  Weser  and  the  Elbe ;  and  by  a 
vote  of  275  to  134  the  proposal  to  extend  the  Dort- 
mund-Ems canal  to  the  Rhine.    On  the  following. 

n  Eynen 
Kanalkatrnpfi. 
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day,  Sunday,  the  King  convened  the  Kronrath  and 
signed  the  papers  for  the  removal  from  office  of 
some    eighteen    Landraethe   and   Regierungspraesi- 
denien  who    had   voted   adversely.*      He    thereby 
broke  with  one  of  the  finest  unwritten  provisions  of 
the  Prussian  Constitution,  which  is  that  Prussian 
civil  servants  holding  certain  administrative  offices 
may  stand  for  election  to  the  Diet,  and  thus  become 
It  one  and  the  same  time  Crown  officers  and  repre- 
sentatives of   the   people,    thereby   promoting   the 
union  of  the  people  and  the  Government.    Under 
that  traditional  constitutional  arrangement.  Crown 
officers  had  been  oftentimes,  most  advantageously 
lo  the  Commonwealth,  the  parliamentary  leaders  of 
groups  or  factions  sitting  in  opposition  to  the  Gov- 
ernment.    Struggles  such  as  the  one  just  described 
arc  not  the  sort  which  build  up  institutions;    they 
only  degrade  and  destroy. 

In  Januar)',  1901,  the  Government  laid  before  the 
Diet  a  second  revised  canal  bill.  The  bill  of  iSgg 
had  called  for  an  expenditure  of  261,000,000  marks; 
the  new  bill  proposed  to  expend  339,000,000  marks. 
By  **way  of  compensations"  the  Government  now 
5uggeste<l  a  canal  for  vessels  with  a  capacity  of  600 
^'>ns  from  Berlin  to  Stettin,  and  numerous  river  and 

•  !he  .V.»/i>w,  April  «;,  looi  ;  .\fMfft(hener  AUj^fmeine  Zeitunf^^  April  3, 
' *  *  .  /aKr^u<k  fkter  i'.eief.^fbuHf^,  frrwi/fMn^'  unJ  Wutt'wtrikuhtJjt  tm 
*■  ^^skfn  Ari.k,  v.. I.  24,  Ilctl  3.  artKlc*  by  (J.  S^hniollcr  and  W.  Loli ; 
***  ^**euiiiuk4  Jakri-utihtr,  Oclubcr,  1899. 
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canal  improvements  in  the  territory  of  the  Weichsel 
and  the  Oder,*  the  region  where  the  Conservative 
Party  is  in  greatest  strength.  It  is  said  also  to  have 
intimated  that  it  would  return  any  favors  shown  in 
the  course  of  the  proceedings  upon  the  canal  bill,  by 
making  corresponding  concessions  when  the  bills 
revising  the  customs  duties  should  come  up.f  The 
demands  from  the  general  public  for  "compensa- 
tions" were  as  numerous  and  importunate  as  they 
had  been  in  1899,  some  of  the  electorates  even  de- 
manding railways  in  return  for  the  canals  to  be  given 
other  electorates,  t 

The  most  important  speech  upon  this  second  bill 
was  made  by  Baron  von  Zedlitz  und  Neukirch,  for- 
merly President  of  the  Board  of  Maritime  Trade, 
Tilt  Canal  Ques-  leader  of  the  "Free  Conservative" 
tion  and  Customs  factlon  of  the  Conservative  Party 
^''"'*  and  one  of   the   officials  retired  in 

1889  for  voting  against  the  first  canal  bill.§  Von 
Zedlitz  began  with  the  statement  that  the  alternative 
to  lower  railway  rates  was  lower  wages  to  Ger- 
man labor.  All  railway  charges  on  bulky  articles 
ought  to  be  lowered,  he  said,  and  special  reductions 
given  to  those  districts  that  would  derive  no  direct 

*  Ztitting  dii  Vtreins  Deutsehtr  EistniaAmitraialhingiti,  Jlnnary  16, 
1901. 

t  Prtlem  in  Dii  Nation,  Febru»ry  9,  1901. 

t  Ztilsikrift  fiur  BinncmchiffakrI,  i<)Oi,Uitfl  10;  Mr.  von  Eyncni, 
Chairmai)  of  tne  CommiMec  on  the  canal  bill. 

%  Ztilting  dti  Vereint  Dtittcher  Eiiiniahnvtnaatlttngen,  Much  9^ 
April  14  ind  May  1,  1901 ;  ZiUsckrifi  fuer  BinnemchiffaArt,  Hefte  6 
9kDd  10;  Knd  Prmtische  Jakrhuclur,  May,  1901. 
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beneBt  from  the  contemplated  canals.    The  Diet 
could  no  longer  leave  it  to  the  Government  to  take 
the  initiative  in  reducing  rates,  but  would  have  to 
iisist  on  getting  direct  control  of  railway  charges. 
Baron  von  Zedlitz  then  introduced  in  the  most  skil- 
ful manner  the  demands  of  the  Conservatives  for 
higher  duties  on  grain,  in  return  for  the  party  vote 
for  the  canal  bill.    He  maintained  that  the  Prussian 
finances  abundantly  justified  the  canal  expenditure, 
but  that  the  finances  of  the  Empire  were  anything 
but  sound.    There  was  great  danger  that  Prussia 
vouki  be  called  upon  at  any  moment  for  large  con- 
tributwns  to  the  Empire ;  and  that  danger  could  be 
removed  only  by  putting  the  Imperial  finances  on 
1  sound  basis,  by  raising  the  duty  on  grain  and  other 
agricultural  products.    Until  this  sound  condition  had 
been  attained,  Prussia  would  not  be  justified  in  enter- 
ing upon  the  construction  of  canals,  contemporane- 
ously with  making  heavy  reductions  in  railway  rates. 
The  Ministry  as  a  whole  made  reply  that  the  re- 
lUfst  for  increased  duties  could  not  be  entertained  ; 
l>^use  the  Russian  Minister  of  Finance  had  in- 
formed the  Government  that  in  Russia  support  for 
^^  commercial  treaties  with  Germany  came  from 
^^  ^ricultural  classes,  and  that  therefore  the  treaty 
^0  expire  in  1904  could  not  possibly  be  renewed  on 
^y  basb  of  increased  duties  on  grain  imported  into 
^'ermany.    The  Minister  of  Public  Works,  Mr.  von 
^iclen,  admitted  that  the  costs  of  transportation 
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must  be  lowered  if  Germany  was  to  continue  to  oran- 
pete  in  the  international  markets.    But  they  would 
have  to  be  lowered  by  the  building  of  w^erways; 
the  railways  could  not  accomplish  it,  since  they  were 
handicapped  by  the  fact  that  they  must  yield  a  la^ 
net  revenue.    The  Minister  of  Finance,  Mr.  von 
Miquel,  added  that  the  Prussian  Crown  could  never 
afford  to  give  up  the  prerogative  of  fixing  railway  rates 
through  its  Ministers  and  the  Railway  Departmoit 
Moreover,  to  give  the  Diet  the  power  to  determine 
railway  chaises  would  but  demoralize  that  body. 
It  would  lead  to  bitter  struggles,  particularly  betwea 
those  who  would  wish  to  appropriate  any  existing 
surplus  for  the  construction  of  new  tines  and  those 
who  would  wish  to  apply  it  to  reductions  in  fte^^ 
charges.    It  was  impossible,  also,  to  state  in  advance 
what  reductions  in  rates  could  be  made  aiUx  the 
opening  of  the  canals.     Certain  kinds  of  frei^ 
would  be  turned  over  almost  entirely  to  the  water- 
ways, and  the  rest  of  the  traffic  would  be  divided  in 
some  proportion  between  the  railways  and  the  water- 
ways through  the  regulation  of  the  tolls  on  the  canals. 
It  was  not  proposed  to  regulate  the  railway  ratess 
by  the  water  rates;  and  those  manufacturers  anfl 
miners  who  were  supporting  the  canal  bill  because 
they  expected  keen  competition  between  the  watenr 
ways  and  the  railways  would  be  disappointed.    Tl^ 
fact  that  the  State  had  invested  7,000,000,000  mari^ 
in    railways    made   it   imperative   that   the   St^r-a 
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ihould  retain  full  control  over  both  rail  and  water 


The  Conservative  Party  finally  formed  an  alliance 
with  the  Centrum,  or  Catholic  Party,  for  the  follow- 
ing purposes:   to  accept  the  canal  and  the  river 
improvements  proposed  for  the  territory  east  of  the 
Dbe;   to  reject  the  proposal  to  connect  the  Rhine, 
Wcser  and  Elbe ;  and  to  urge  the  connection  of  the 
Dortmund-Ems  canal  with  the  Rhine  by  improving 
the  river  Lippe.      The   improvements  which   the 
Government  had  proposed  for  the  territory  east  of  the 
Elbe  the  coalition  accepted,  as  local  measures  which 
would  benefit  the  eastern  agricultural  interests  with- 
out facilitating  the  importation  of  foreign  food-stuffs. 
It  rejected  the  proposed  Rhine-Weser-Elbc  canal, 
because  this  would  expose  the  western  wheat  and 
Jujfar  to  the  competition  of  the  eastern  wheat  and 
sugar;  it  approved  the  policy  of  respecting  the  claims 
of  the  agricultural  interests  of  the  West  to  the  first 

*  7n:ukrift  fmer  Binnenukiffahrt^  lOOl.  Hrftc  q,  lo  ami  II.  After 
^u'M^urm  with'Irmwal  of  the  canal  l>iU  cf  1901  (for  realms  present Iv 
'  V  ie*cril>e<!'  there  was  iome  a(ptatit>n  for  the  formatiun  \A  a  it»Kk 
'  «r«eir  t«i  extend  the  Dortmuntl-Kms  canal  fnim  l)ortmunil  to  the 
*'v.  The  (i.ivernmrnt  repeated  the  ttalenient.  made  under  »imilar 
criuMt^acet  in  1804.  that  it  might  conceiraMy  ^rant  a  charter  to  a  »t>ick 
^■Qpaev  \\rt  the  butl<lini(  nf  the  pri>(M>fted  canal,  but  that  under  no  circum- 
■»»<:« w-ttll  It  i^ive  up  the  right  to  regulate  the  t«>lU  up.n  the  canaU. 
^yrrter,  as  tbrovinf^  light  on  the  complete  Slate  jxdicy,  several  numths 
f***". -as  lu  this  (KLSMMn  llerr  vi-n  Mtjurl  had  inf^rmetl  the  Pitt  that 
'•* '"Ttrnmriit  wat  giving  m"»*t  careful  ct>n*i«lcralion  even  to  the  ques- 
'-'*'  'i  rrHtah!t«hing  to'.U  up«»n  ihr  nvers.  ("^ee  f.ihrbue.her  fuer  Xa- 
*^*^\tk.'Hcmte,  l'*i'i.  ll-ft  ;;  V. '.lew  irthv  haftli.  he  (hr-nik.)  The 
^*^^  *  '.  \\i\^xs  that  n  t  ..*nly  wa%  !l  j  r  {  cr  I*. a!  t*.  ac  wh  •  u*e  I  the 
""^  ih  .*  '  --  ".'  ur*r  !^  ■  <*A*r  f  r  niiir-Wirrr^^  a^  '.  \w\\  r-ving  the  rivrrs, 
n  ,:  •  •  .r  n-  •  %-Ary  tu  regulate  the  compclili^-n  to  i»hich 
^  *-*:?  ta.lwavs  »etc  eiiK^scd. 
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right  to  the  western  market,  and  of  affording  relief 
to  the  agricultural  East  by  making  low  rates  on 
eastern  wheat  and  sugar  destined  for  export  —  in 
other  words,  the  extension  of  the  policy  upon  which 
the  Government  had  entered  when  it  established  the 
disguised  export  bounty  on  grain.*  It  also  opposed 
the  Rhine-Weser-Elbe  canal,  on  the  ground  that  it 
would  stimulate  unduly  the  development  of  westeni 
manufacturing  industry.  Finally,  it  demanded  that 
the  Dortmund-Ems  canal  should  be  connected  with 
the  Rhine,  if  at  all,  by  way  of  the  river  Lippe,  and 
not,  as  proposed  by  the  Government,  by  way  of  the 
river  Ems ;  because  the  Lippe  connection  was  more 
roundabout,  and  would,  therefore,  neither  benefit  the 
Dutch  ports  nor  facilitate  the  importation  of  for- 
eign wheat  and  lumber,  as  much  as  would  the  Ems 
connection.f  As  the  Catholic  Party  holds  the  bal- 
ance of  power  in  the  Prussian  Diet  and  occupies  a 
leading  position  in  the  Reichstag,  the  combination 
was  a  powerful  one.  The  Administration's  local 
election  agents  reported  that  the  coalition  had  been 
made  to  cover  even  the  management  of  the  elections, 
and  that  therefore  there  would  be  no  chance  of  the 
Government  getting  a  Diet  favorable  to  the  canal 
proposals,  should  the  present  Diet  be  dissolved  and 
an  appeal  made  to  the  country.^      The   Govem- 

■  G.  Zoeptl :  Ausiaatrtigc  HattdtUfelilUi  and  inntri  VtrkdtrtpalUH. 
t  SyirphCT  :   EmschtrlhaUinii  und  KanaliiirHiig  dtr  Lifft. 
X  Mutnchintr  AUgemeini  Ziitung,  M*;  3,  4  Uld  6,  1901.     Compw« 
alio:  Preuiiittht  fahrbutcAtr,  ^M,at,  1901, 
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ment,  seeing  that  it  was  hopeless  to  continue  the  fight 
at  that  time,  accordingly  abandoned  the  bill  by  clos- 
ing the  session  of  the  Diet. 

The  giving  up  of  the  canal  bill  of  190 1  was  followed 
by  the  resignation  of  Mr.  von  Miquel  and  the  reor- 
ganization of  the  Prussian  Ministry.  Shortly  after 
UtuUihH  Rait-  Von  Miquel's  retirement  from  office, 
wmkmgpohtkmify  he  permitted  himself  to  be  inter- 
^^**'^**'  viewed  on  the  subject  of  bringing  the 

State  railways  of   Prussia,  Saxony,  Wuertemberg, 
Bavaria,  Baden  and  Hesse  under  one  management. 
He  pointed  out  that  the  practice  of  the  several  States 
of  managing  their  respective  railways,  not  in  the  in- 
terest of  Germany  as  a  whole,  but  rather  on  the  sup- 
position that  the  particular  interests  of  the  several 
States  were  in  conflict  with  that  general  interest,  was 
1  condition  of  affairs  which  could  not  be  sufiFered  to 
continue  without  great  harm  to  the  material  welfare 
of  the  German  people.     It  was  most  desirable  to 
bring  the  railways  of  Germany  under  one  common 
head;   but  that  common  head  must  be  Prussia,  not 
the  German  Empire.     In  Prussia  the  fixing  of  rail- 
way rates  was  a  prerogative  of  the  Crown  —  the  Diet 
had  no  direct  hand  in  it.     But  if  the  railways  of  the 
separate  States  should  be  transferred  to  the  Empire, 
:hr  Reichstag  could  and  would  insist  upon  the  right 
to  make  and  revise*  the  railway  charges.     The  day 
on  which  that  {K)wer  should  be  given  to  the  Reichs- 
tag would,  however,  mark  the  beginning  of  a  great 
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corruption  of  the  German  electorate.  Already  tl 
character  of  the  German  voters  was  such  that  the 
sent  to  the  Reichstag  many  representatives  wfa 
asked,  not  how  a  given  measure  would  serve  the 
common  country,  but  how  it  would  serve  their  pai 
ticular  constituents.  With  the  existing  tendency  t 
reduce  the  Representative  in  the  Imperial  Reichsta 
to  the  position  of  an  instructed  delegate,  whose  bus: 
ness  it  was  to  "get  something"  for  his  constituent! 
the  bestowal  upKin  the  Reichstag  of  power  over  rail 
way  rates  would  be  nothing  short  of  disastrous  t 
the  politics  of  Germany,  as  well  as  to  the  economi 
development  of  the  country.* 

Undoubtedly  the  Crown  prerc^tive  in  Prussi 
serves  as  a  considerable  barrier  against  the  intrusio 
of  politics,  in  its  ordinary  meaning,  into  the  busines 
of  making  railway  rates  and  into  the  other  details  ( 
general  railway  management,  as  there  carried  on  b 
the  State;  but  politics,  nevertheless,  has  come  ii 
Also,  to  look  at  the  matter  from  the  other  sidi 
undoubtedly,  were  this  barrier  removed,  the  Goverr 
ment's  transportation  business  would  have  a  great* 
corrupting  influence  upon  politics  —  as  that  term  : 
understood  —  in  its  higher  meaning.  We  are,  i 
fact,  dealing  here  with  principles  of  politics,  tru 
everywhere  and  always,  irrespective  of  constiti 
tional  arrangements,  provided,  indeed,  there  is  a 
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pay  on  the  assumption  that  it  was  carried  1950  miles 
onlv. 

In  1889  the  rates  on  grain  were  raised  somewhat, 
and  the  new  rates  were  retained  until  1893.  In  that 
year  was  abandoned  the  past  policy  of  bending  every 

Sijumai  fsiufs  ^^^^y  ^^  S^^'^'^K  ^^^  remote  regions 
^pptartmRus'  acccss  to  the  markets,  domestic  or 
fl«  RaiiuMy        foreign,  and  then  was  established  the 

policy  of  protecting  the  old-established 
agriculiural  interests  of  central  Russia  from  the  com- 
pciiiion  of  the  newly  opened  regions  of  eastern  Russia. 
Previous  to  the  building  of  railways  into  eastern  Rus- 
sia, antral  Russia  had  enjoyed  the  monoi)oly  of  sup- 
plyinjr  with  agricultural  produce  the  most  imj^ortant 
Russian  domestic  markets    -  those  of  the  industrial 
riijions  of  the  West,  the  Northwest  and  the  vallev  of 
ihc  Vistula.    The  breaking  of  this  m()n()|M)ly,  through 
thco|>fning  u[)  of  the  Kast,  coincided  with  the  workl- 
*^'<lc  fall  in  the  price  of  grain  which  Ix'gan  in  the 
^'•irhtits;  and  those  two  factors  precipitated  a  decline 
•^  land  values  in  central  Russia.     The  landowniTS 
'''  that  region  were  suflkiently  {powerful  |H)litically 
^'J  f«»rcf  the  (fovernment  to  rt-cognize  the  doctrine 
*^iih  the  Interstate  Commerce  (\jmmission  would 
''^^i-  to  introduce  into  this  country  -  namelv,  that 
**'^^h  locality  or  section  is  entitlrd  by  natural  right 
'''  thr  advantages  of  trade  or  industry  accruing  to 
*•   ^'V  virtui-  of  its  grov:rapliii\il  position.     Thr  land- 
^^  niTs  of  central  Russia  clainu-d  that  thev  had  the 
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first  right  to  the  markets  of  the  West,  the  Northwes',^^ 

and  the  valley  of  the  Vistula;    and  they  forced  th ^ 

State  to  recognize  that  claim. 

In  the  revision  of  the  grain  rates  made  in  1893, 
Govenmient  reduced  the  rates  generally ;  but  it  mi 
an  exceptionally  heavy  reduction  upon  grain  shipp^^ci 
to  domestic  markets  over  distances  not  exceeding  2  :■:  3 
miles,  on  the  theory  that  points  within  213  miles  of  a 
domestic  market  should  have  especially  low  rates    to 
that  market.     It  was  expected  that  the  concession 
in  question  would  give  the  farmers  within  200  miles 
of  an  industrial  centre  a  qualified  monopoly  of  sup- 
plying that  centre,  and  thus  would  enable  them    to 
raise  the  price  of  their  agricultural  land,  at  the  ex- 
pense partly  of  the  population  of  the  industrial  centres 
and  partly  of  the  railway  revenues. 

The  revision  of  rates  in  1893  was  intended  to  help 
the  farmers  of  the  remote  districts,  by  making  re- 
ductions in  rates  which  should  enable  them  to  ship 
their  grain  past  the  cities  reserved  for  the  farm^:^ 
of  central  Russia  to  the  seaports  on  the  Baltic  arB^^ 
the  Black  Sea.     But  the  price  of  wheat  and  rye  f^^ 
very  rapidly  in  1893-95,  ^^^  the  reductions  mac3c 
in  1893  proved  insufficient  for  carrying  oflF  witho**^^ 
much  friction  the  grain  of  the  remote  regions.    TM^^ 
grain  that  could  not  be  exported  freely  was  thro^^^ 
upon  the  markets  of  central  Russia.    That  fact,  t:^^^ 
gether  with  the  fall  in  prices  in  the  intematior^^^ 
markets,  caused  a  further  drop  in  the  value  of  Id^rM^^ 
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ui  central  Russia  in  1893-96;  and  that  fall  in  land 
**aJucs  led,  in  1896,  to  a  renewed  effort  to  use  the 
/»t>wcr  of  the  State  to  relieve  the  landowners  of 
c^i-ntral  Russia. 

The  legislation  of  1896  increased  from  213  miles 
to  j6i  miles  the  distance  over  which  esi>ecially  low 
rati-s  were  jjiven,  for  the  [)urpose  of  conserving  to  the 
larmers  of  central  Russia  a  qualified  mono{X)ly  of 
ihv  markets  of  the  industrial  West,  the  Northwest 
aiHJ  the  vallev  of  the  Vistula.     In  order  to  make 
pxKl  the  loss  of  revenue  anticifmted  from  the  exten- 
sion of  the  "low-rate  lx*lts/'  the  rates  on  long-dis- 
tancr  shipments  were  raisinl,  so  that  all  shi[)ments 
'>UT  Soo  miles  jkuM  more  under  the  tariff  of  1896  than 
they  had  paid  under  the  tariff  of  1893.     The  serious 
nature  of  such  an  increase  in  charges  may  be  in- 
ftrntl  from  the  fact  that  alxuU  one-third  of  the  ex- 
}"jn  ;:rain  of  Russia  that  gcK\s  to  the  place  of  exix)rt 
''>  rail  is  sent  al)roa<l  by  way  of  the  Baltic  |K>rts, 
^fler  travelling  by  rail  distances  that  range  from 
r?5  miles  to  1070  miles.     Another  14  jkt  cent  g(X*s 
»^'»ro;id  acniss  the  western   frontier,  and  thai  also 
^akes  a  long  journey  l)y  rail  in  Russia.     Again,  as 
l^ti-  as  I»S<^^  one  of  the  leading  writers  on  Ru.ssian 
^"^•»ni)mic   conditions,    Mr.   von    Schul/e  (Jovemitz, 
^^•itnl  that  the  trans[)orlation  charges,  even  from  the 
''*^tri(ts  lying  west  of  the  river  \'o!ga,   frwjuently 
*"^^iitltil  50  jK-r  cent  of  the  value  of  grain  in  the  Baltic 
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In  1900  the  rates  on  grain  were  revised.  Once 
more  the  Government  tried  to  reduce  the  rates  on 
long-distance  shipments ;  and  once  more  it  was  com- 
pelled to  yield  to  the  demands  of  central  Russia,  and 
raise  the  charges  on  the  long-distance  shipments  of 
wheat. 

In  the  period  from  1889  to  1895  the  average  re- 
ceipts per  ton-mile  for  grain  carried  "for  domestic 
use"  had  fallen  from  1.094  cents  per  ton-mile  to 
Dev^lapm^iof  0.889  cent,  or  18.7  per  cent  In  that 
/tgricuJture  in  Same  time  the  average  receipts  per 
Eastrrn  Rtaiia  ton-mile  for  grain  carried  "for  ex- 
port" had  fallen  from  0.889  cent  to 
0.839  cent,  or  5.6  per  cent  only.  In  the  period  in 
question,  the  average  length  of  haul  of  grain  "for 
domestic  use"  had  risen  from  255  miles  to  330 
miles,  whereas  that  of  grain  carried  "for  export" 
had  remained  stationary  at  440  miles,  showing 
that  the  adjustment  of  rates  had  not  been  such 
as  to  force  the  cultivation  of  the  soil  in  the  outly- 
ing regions,  where  there  is  still  much  untilled  arable 
land. 

By  increasing  the  area  of  land  under  cultivation 
or  by  improving  the  methods  of  tilling  the  soil,  Rus- 
sia could  increase  enormously  its  production  of  grain. 
For  any  increased  product  Russia  would  have  two 
markets, — the  export  market  and  the  market  created 
by  the  city  population  of  Russia  itself.  Of  these 
two  markets,  the  former  is  the  more  elastic,  a  fact 
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which  makes  it,  in  the  immediate  present,  the  better 
market  to  cultivate. 

Seven-eighths  of  the  population  of  Russia  is  coun- 
tn-  population,  and  lives  by  agriculture.  The  great 
l^uik  of  this  population  lives  west  of  the  Volga,  and 
has  a  miserably  low  standard  of  living,  largely  be- 
cause the  land  is  relatively  overpopulated.  If  the 
suq)lus  [x)pulation  to  the  west  of  the  Volga  could  be 
movrtl  to  the  untilled  lands  east  of  the  Volga,  the 
standard  of  living  of  all  Russia  could  be  raised  enor- 
mously, and  there  could  be  develo[xxl  in  Russia  a 
countrj-  population  which  would  demand  manufac- 
lurwl  articles  of  all  kinds,  and  would  thus  give  rise 
I"  manufacturing  industries  in  Russia.  The  [xrr- 
"^•ns  cntjiigiHl  in  those  industries  in  turn  would  con- 
^^ilutc  a  numerous  city  i)<)pulati()n,  which  would 
'l^niand  great  (juantities  of  agricultural  products  of 
•*!!  kinds.  The  first  step  in  the  pnKVss  just  indicated 
'•^^iuld  Ix*  to  move  on  to  the  lands  of  the  Kast  the  sur- 
I'l'Js  jK»pulation  of  the  West.  In  the  lK*ginning  — 
^^•it  is.  until  the  city  |K)pulatic)n  of  Russia  itself  .should 
'*'  brought  into  existence  -  -  the  pioneer  farmers  of 
^^^'  Ilast  wouhl  have  to  (lejH'nd  mainly  ujxm  the  ex- 
;*»n  market:  and  this  is  whv  it  was  l)a<l  iK)]icv  for 
'^'J'^Ma  to  alxindon,  in  iS<)^^  the  iM)liry  of  In'mling 
t'Vrry  energy  to  giving  the  settlers  of  the  outlying 
''Kiuns  a(cfss  to  all   markets,  donustic  as  well  as 

The  attrmpt  to  krqi  up  thr  valiu-  of  land  in  cen- 
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tral  Russia  was  ill-advised  in  every  way.  Even  if  It 
hkd  been  successful,  it  would  not  have  created  any 
serious  demand  for  the  products  of  the  Russian  manu- 
facturing industries.  If  successful,  it  would  but  have 
raised  land  rents,  which  go  into  the  pockets  of  the 
landholding  aristocracy  —  a  class  too  small  to  create 
a  demand  for  manufactured  products  sufficient  to 
give  rise  to  a  Russian  manufacturing  industry.  Such 
a  demand  could  come  only  from  the  great  mass  of 
the  people,  the  peasants  and  the  farmers,  who,  in  the 
main,  till  land  which  they  rent  from  the  aristocracy. 
To  these  peasants  and  farmers  it  is  a  matter  of  in- 
difference whether  land  values  and  rents  are  high, 
or  whether  land  values  and  rents  are  low:  to 
them  the  vital  matter  is  the  margin  between  the 
price  of  agricultural  produce  and  the  cost  of  raising 
and  marketing  such  produce.  And  the  transporta- 
tion charges  on  the  produce  going  to  the  international 
markets  are  among  the  most  important  items  con- 
stituting the  cost  of  raising  and  marketing  agricultu- 
ral produce.  As  far  back  as  the  period  1889-95 
not  less  than  60  per  cent  of  the  grain  carried  upon 
the  railways  of  Russia  was  grain  destined  for  export. 
No  one  could  appreciate  more  keenly  than  did  the 
Minister  of  Finance,  Mr.  de  Witte,  the  need  of  facil- 
itating Russia's  export  trade  in  grain.  But  in  this 
matter,  as  in  others,  Mr.  de  Witte  was  blocked  by 
sectional  jealousies,  class  interests  and  unintelligent 
public  opinion  —  the  last  of  the  three  forces  being 
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largely  the  product  of  the  suspicion  of,  and  hostility 
to,  the  man  of  affairs,  propagated  so  successfully  by 
the  latter-day  European  ix)litical  economy.  What 
kind  of  forces  Mr.  de  Witte  had  to  contend  against 
can  be  best  illustrated  by  an  enumeration  of  the  rea- 
sons that  led  to  the  rejection,  in  1896,  of  the  proposal 
that  there  be  establishe<l  a  uniform  rate  of  0.427  cent 
per  ton-mile  on  grain  —  primarily  in  the  interest  of 
the  *'ex[)ort  traflk."  The  body  of  landowners, 
millers  and  railway  officials,  public  and  private, 
convened  by  the  Government  to  report  upon  this 
proposal,  rejected  the  proi)osal  on  the  following 
pounds:  the  reduction  would  cause  a  loss  of  reve- 
nue of  $i7,5cx>,ooo  to  the  State  railways  and  of 
$2,500,000  to  the  private  railways.  It  would  bene- 
tit  primarily  the  southern  regions  and  the  more  re- 
mote eastern  ones,  at  the  exjx^nse  of  central  Russia. 
Again,  in  the  jxisl  the  landowners  who  had  been  able 
to  market  their  produce  by  using  the  rivers  had  en- 
j'jyed  an  advantage  over  those  landowners  who  had 
Urn  obliged  to  use  the  railways.  That  was  because 
ihi-  trdnsix)rtation  charges  ujM)n  the  rivers  were  very 
much  below  those  u|x>n  the  railways.  Those  owners 
fjf  land  that  had  access  to  the  rivers  must  not  be  de- 
privwl  of  that  relative  a<lvantage  through  the  lower- 
ij^j;  of  the  railway  charges,  finally,  it  was  objected 
that  a  considenil)le  and  sudclen  retluction  in  freight 
^its  would  so  stimulate  the  pnxlurtion  of  grain  ;is 
t'jcausi'  a  corres|>onding  decline  in  the  price  of  grain 
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in  the  international  markets  and  would,  therefore, 
redound  only  to  the  benefit  of  the  foreign  consumer. 
To  raise  grain  for  the  purpose  of  "dumping"  it  on 
the  international  market  would  be  to  waste  the  na- 
tion's resources  and  to  misapply  the  nation's  labor. 

Upon  the  opening  of  the  western  portion  of  the 
Trans-Siberian  Railway,  in  1896,  the  Government 
extended  to  the  carriage  of  Siberian  wheat  the  policy 
Prohibitive  Ratts  o'  protecting  the  West  against  the 
on  Siberian  competition  of  the  E^t ;  only  the  dis- 

^*"'  crimination  in  rates  practised  against 

Siberian  wheat  exceeds  that  against  the  wheat  of 
the  eastern  regions  of  Russia  proper.  Under  the 
system  of  tapering  rates  in  force  upon  the  Russian 
and  Siberian  railways,  the  charge  per  ton-mfle  falls 
from  1.804  cents  for  the  first  120  miles  to  0.692  cent 
for  that  part  of  the  haul  comprised  between  121 
mOes  and  294  miles,  and  finally  to  0.250  cent  for  that 
part  of  the  haul  between  895  miles  and  1094  mOes. 
But  for  that  part  of  the  haul  comprised  between  1095 
mDes  and  1888  miles,  the  charge  rises  to  0.391  cent; 
and  for  distances  beyond  1888  miles  the  charge  per 
ton-mile  becomes  0.564  cent. 

Reval,  on  the  Baltic,  is  the  favorite  port  for  the 
Siberian  wheat  seeking  the  market  of  England  and 
Germany.  It  is  2400  miles  from  Omsk,  the  first 
important  grain  market  upon  the  Trans-Siberian 
Railway,  2790  miles  from  Kriwoschtschekowo,  the 
second    important   market,  and   3265    miles  from 
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Knssnojarsk,  the  third  important  grain  market. 
The  discrimination  against  Siberian  wheat  sent  from 
these  three  Siberian  stations  is  respectively  $3,  $4.34 
and  $5.98  a  gross  ton.  In  1899  these  sums  would 
bt-e  been  equivalent  respectively  to  23  per  cent  and 
33  per  cent  of  the  price  of  wheat  and  rye  at  Omsk ; 
to  respectively  40  per  cent  and  62  per  cent  of  the  price 
of  wheat  and  rj'e  at  Kriwoschtschekowo ;  and  to  re- 
spectively 68  per  cent  and  1 25  per  cent  of  the  price 
of  wheat  and  r}'e  at  Krassnojarsk.  When  one  takes 
into  consideration  that  the  Siberian  wheat  regions 
lie  to  the  south  of  the  Trans-Siberian  Railway,  and 
that  the  wheat  goes  to  Omsk  and  Kriwoschtschekowo 
fc}'  river,  one  may  say  that  the  discriminating  charges 
imposed  upon  Siberian  wheat  exported  by  way  of 
the  Baltic  ports  take  from  the  Siberian  farmer,  whose 
»hcat  goes  to  Omsk  and  Kriwoschtschekowo,  from 
one-third  to  one-half  of  the  value  of  the  wheat  on 
the  farm. 

On  the  through  shipment  from  Omsk  to  Reval, 
the  rate  per  short-ton  mile  is  0.550  cent:  from  Kri- 
woschtschekowo it  is  o.s^2  cent;  and  from  Krass- 
nojarsk  it  is  0.585  cent.     Under  the  apph'cation  of 
the  rates  established  by  the  provisional  tariff  of  1888, 
the  charge  per  ton-mile  woukl  be  0.408  cent  from 
Omsk,  o.^^i    cent    from    Kriwoschtscht'kowo  and 
0  w)  cent  from  Krassnojarsk.     -Again,  the  railways 
at  present  are  carrying  stcrl  and  iron  from  the  Baltic 
ports  to  Irkutsk,  on  Lake  Baikal,  a  distance  of  4360 
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mUes,  for  0.30  cent  per  ton-mile.  As  far  back  as 
1892-94  the  average  cost  of  moving  freight  on 
the  Russian  railways  was  0.286  cent  per  short-ton 
mile.  The  foregoing  rate  on  iron  and  steel,  there- 
fore, is  profitable,  and  it  gives  a  rough  uidication  of 
the  rates  that  the  Russian  Government  could  quote 
on  Siberian  grain  if  it  were  at  liberty  to  pursue  a 
businesslike  policy. 

The  Government  is  compelled  to  try  to  keep  Sibe- 
rian wheat  out  of  the  ports  of  the  Baltic  Sea  and  the 
Black  Sea,  on  the  theory  that  the  Siberian  wheat  will 
not  depress  the  price  of  Russian  wheat,  if  it  can  be 
marketed  without  touching  the  ports  used  by  the 
Russian  wheat.  Therefore  the  Government  has 
built  a  railway  from  Tscheljabinsk,  on  the  Siberian 
frontier,  to  Kotlass,  situated  at  the  point  where  the 
rivers  Sukhona  and  Vichegda  join  to  form  the  river 
Dvina.  From  Kotlass  the  wheat  is  carried  down  the 
river  a  distance  of  400  miles  to  Archangelsk,  on  the 
White  Sea,  which  is  closed  to  navigation  seven  or 
eight  months  in  the  year.  In  order  to  induce  Sibe- 
rian wheat  to  take  this  route  to  western  Europe,  the 
Government  abates  the  exactions  paid  by  wheat  ex- 
ported by  way  of  the  Baltic  ports.  But  that  does  not 
materially  help  the  Siberian  farmer.  As  late  as  1900 
the  charge  for  carrying  wheat  from  Archangelsk  to 
London  was  $2  a  ton  in  excess  of  the  charge  from 
the  Baltic  ports  to  London.  Then  again  the  wheat 
must  lie  over  for  seven  to  eight  months  at  Kotlass  or 
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Archangelsk,  where  money  is  worth  upward  of  15 
per  cent  a  year.    All  these  facts  taken  into  considera- 
tion, one  is  not  surprised  to  learn  that  Siberian  wheat 
can  be  sent  to  the  markets  of  western  Europe  only 
in  years  in  which  the  price  of  wheat  is  exceptionally 
high  in  those  markets,  because  of  crop  failures  in  one 
or  more  of  the  countries  which  ordinarily  supply 
Western  Europe.    Nor  is  one  surprised  to  learn  that 
the  amount  of  wheat  carried  by  the  Trans-Siberian 
Railway  remained  stationary  from  1898  to  1901  at 
^tK>ut  330,000  long  tons  a  year,  even  though  the  im- 
migration  into  Siberia  from  Russia  in   1 895-1900 
had  aggregated  1,046,000  people,  and  the  land  occu- 
pied by  the  immigrants  of  1893-1900  had  amounted 
^Q  7,500,000  acres. 

The  Russian  emigrants  who  in  the  seventies  had 

^^ttled  in  the  best  parts  of  the  Siberian  territory 

^f    Akmolinsk,  which  lies  immediately  east  of  the 

^^^e^  of  American  Russian    frontier   and  south   of  the 

^^'hvay  Rate       Trans-Siberian  Railway,  in  1891  were 

^»<:tues  cultivating  on  an  average  25  acres  of 

'^nd    for   grain   per    farm.     Going   eastward   one 

^^nies  to  the  Altaj  region,  "the  Eldorado  of  the  im- 

^^igrants,"  where  in  the  later  eighties  the  settlers 

^^^re  planting  to  grain  on  an  average  15  acres  per 

^I'm.    Turning  northward  to  the  province  of  Tomsk, 

^^e  finds  that  in  1894  the  settlers  had  under  grain 

^^  an  average  13  acres  per  farm.    In  the  neighbor- 

^g  province  of  Jenisseisk,  in  1890-92,  the  average 
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area  under  wheat  was  19  acres  j)er  settler.  Tfaeae 
were  the  average  sizes  of  the  areas  per  farm  under 
grain  in  regions  in  which  the  average  size  of  the  fanna 
themselves  ranged  from  56  acres  to  117  acres,  ft 
is  true  that  the  foregoing  figures  refer  to  the  period 
before  the  building  of  the  Trans-Siberian  Railway, 
of  which  the  western  portion  was  opened  in  i8g6b 
But  it  is  equally  true  that  the  building  of  the  railway' 
in  question  can  make  no  material  change  in  the  situa- 
tion indicated  by  the  figures  quoted,  so  long  as  the 
railway  shall  be  managed  as  it  has  been  managed  in 
the  past. 

Professor  Issajeff,  writing  in  i8gi  or  thereabout^ 
expressed  the  opinion  that  the  Russian  farmer  who 
owned  25  to  30  acres  of  land  would  gain  little  by 
emigrating  to  Siberia ;  and  that  the  man  who  couM 
materially  improve  his  condition  by  emigrating  was 
the  peasant  who  owned  but  3  to  6  acres.  In  1898 
Mr.  Kaufmann,  an  official  of  wide  experience  in  the 
taking  of  agricultural  censuses  in  Siberia,  stated  that 
his  own  exjjerience  supported  the  opinion  expressed 
by  Professor  Issajeff.  He  said  that  the  Russian 
peasant  or  farmer  who  cultivated  from  13  to  22  acres 
would,  on  an  average,  not  increase  the  area  whidi 
he  had  been  cultivating  were  he  to  emigrate  to 
Siberia. 

In  the  western  division  of  the  United  States  the 
average  number  of  acres  of  improved  land  per  farm 
rose  from  52  acres  in  1850  to  168  acres  in  1870,  and 
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186  acres  in  1880.  Subsequently,  with  the  filh'ng 
»  of  our  countr)',  it  fell  to  112  acres  in  1900.  The 
TKxi  ending  with  1880  was  the  period  of  pioneer, 
one-crop,  farminp.  It  was  the  period  in  which 
IT  countrj'  was  oi)ened  to  settlement  by  means  of 
imers  who  moved  to  the  frontier  ahead  of  popu- 
ilkm.  there  to  raise  f(Kxl-stufTs  for  consumption 
pon  the  Atlantic  sealxmnl  and  in  Europe.  The 
icomiKirahle  efTiciency  with  which  the  American 
iflih-ay  serNttI  those  pioneer  farmers,  or  one-crop 
arniers,  enabled  those  men  to  attain  and  maintain 
I  hi?h  standanl  of  living,  and  that  meant  the  crea- 
iw  of  a  market,  growing  with  tremendous  rapidity, 
ior  ihi'  pHKlucts  of  the  factories  of  the  Kastern 
urf  ihe  Middle  States.  The  cotton  industrv,  the 
•Willin  industrv  and  thr  sh(K*  industrv  of  the  .Atlan- 
isi-alnKird.  the  iron  and  steel  industrv  of  Pennsvl- 
»inia.  and  the  innumerable  other  manufacturing 
ndu^lrii's  of  the  Atlantic  sealx)ard  States  ami  of 
^tln<vlvania,  New  York  and  Ohio,  would  not  have 
ipcrirnml  the  marvdlous  growth  which  they  in 
»ct  cnijjvcil,  had  it  not  U'cn  for  the  western 
irmer'^  cii-man<ls  for  the  j>nKlucts  of  thost*  indus- 
*i«-  <  )n  a  nlativilv  smaller  scaK-,  l)ut  on  a  scale 
!ijl  larje  absiilutely,  Russia  might  make  SilnTia  serve 
ic  samt-  pur|H)si'  that  our  Wrst  siTve<l  the  I'nitrd 
!at(-«.  It  miL'ht  rrcatr  in  ca^tirn  Russia  and  in 
Lrrli  an  agricultural  po|)ulation  with  a  stan<lard 
living  incomparably  higher  than  the  j>rrsent  stand- 
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ard ;  and  that  population  would  give  to  Russia's 
infant  industries  an  impetus  such  as  the  policy  o(  \ 
protection  and  subsidies,  direct  or  indirect,  cannot  ' 
hope  to  give.  I 

One  is  apt  to  deem  the  Russian  and  the  Siberian  j 
peasant  hopelessly  unprogressive.    Therefore  it  is  j 
worth  while  to  recount  what  the  Siberian  peasant  has 
Proof  thai  Siberia  been  made  to  do  under  the  incentive 
would  respond  u>   ^^     •     -^  jj,g  ^^  j^  instance  in  whidi 

the  Stimulus  of  °       '  ° 

Low  Railway       the  railways  were  free  to  cooperate 
Rates  with  men  of  enterprise  and  capitaL 

in    the   development   of    Siberia's   resources.     Aa 
Russia  proper  produces  no  butter  for  export  wortli 
mentioning,  there  were  no  interests  to  oppose  the 
building  up  of   Siberia's   export   trade    in  butter. 
In  1894  there  were  in  Siberia  two  creameries  which 
produced  butter  for  export — 14,500  pounds.  Inigoa 
there  were  between  2000  and  2500  such  creameries 
producing  for  export  90,280,000  pounds  of  butter. 
That    product  was  worth   about   $12,500,000,  w 
$3  per  man,  woman  and  child  living  in  the  three 
principal  butter-manufacturing  provinces;  Tobolsk, 
Tomsk  and  Jenisseisk. 

From  points  as  far  in  the  interior  of  Siberia 
Minussinsk,  on  the  Jenissei  River,  350  miles 
of  Krassnojarsk,  butter  is  carried  by  r: 
Trans-Siberian  Railway,  and  thence  by  r~ 
trains  to  the  Baltic  ports,  for  ezpoil 
England  and  Germany.    The  butb 
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f  20  to  25  refrigerator  cars;  they  travel  about  202 
:iiles  a  day ;  and  the  charge  for  the  carriage  of  butter 
s  about  one  cent  per  short-ton  mile.  With  that 
rHarge  in  force,  best  quality  butter  sells  at  wholesale 
for  15  cents  to  18  cents  a  pound  at  Tomsk,  and  cook- 
ing butter  sells  at  retail  for  10  to  1 1  cents. 

Were  the  Russian  Government  free  to  cooperate 
with  equal  energy  and  intelligence  with  the  men  of 
enterprise  and  capital  who  stand  ready  to  develop 

Siberia,  that  country  shortly  would  have  an  enormous 
export  trade  in  grain,  cattle,  beef  and  lumber.  The 
development  of  Siberia  would  relieve  western  and 
central  Russia  of  its  present  condition  of  over-popu- 
wion;  and  would  raise  the  scale  of  living  in  those 
'^ons,  not  only  by  drawing  on  the  surplus  popula- 
t^n,  but  also  by  supplying  the  population  that  would 
'^ttiain  behind  with  cheap  meats,  timber  and  fuel, 
^t  present  the  annual  consumption  of  meat  per  in- 
^bitant  is  about  38  pounds  for  Russia  as  a  whole 
^d  about  20  pounds  for  the  country  districts.  In 
'^Uthem  Russia  the  scarcity  of  timber  and  fuel  is 
^^ch  that  the  inhabitants  even  of  the  larger  villages 
^^^  the  towns  bum  nothing  but  manure. 

The  wooden  plough  used  by  the  peasants  of  Great 
^^ssia  scrapes  the  ground,  or  rather  tears  it,  to  the 
^^pth  of  I J  inches.  That  used  by  the  peasants  of 
■-•ittle  Russia  penetrates  to  the  depth  of  2  or  3  inches. 
^^1*  Russia  as  a  whole,  the  agricultural  output  per 
'^^«ui  of  farming  population  is  only  10  per  cent  of  that 
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of  the  United  States.  The  Russian  peasant  compares 
with  the  American  fanner  as  does  the  hand  weaver 
with  the  weaver  who  uses  machinery.  These  facts 
will  indicate  to  the  reader  the  revolution  that  could  be 
effected  in  Russia  and  Siberia,  were  the  Govemmoit 
to  withdraw  from  regulating  railway  rates  "in  order 
to  conserve  the  interests  of  the  State,  of  the  people, 
of  industry  and  of  trade." 

The  United  States  has  been  confronted  with  the 
same  conflict  of  interests  as  Russia:  the  competi- 
tion of  new,  cheap  lands  with  old,  dear  lands,  and 
Ratid  Adiutt-  ^^^  demand  of  the  owners  of  the  latter 
mtni  to  Neui  Con-  fof  protection.  But  as  there  was  no 
dUions  tn  tk£  Qjig  (q  whom  to  make  an  effective  ap- 
UniUdStaies  ,  .      .  .  > 

peal,  no  one  enjoying  governmental 

authority  upon  whom  pressure  could  be  brought,  — 
Congress  having  steadfastly  declined,  down  to  1886, 
to  regulate  interstate  railway  traffic, — such  demands, 
to  our  infinite  advantage,  were  not  granted.  The 
conflicting  agricultural  interests  of  our  East  and 
West  were  left  to  adjust  themselves  in  accordance 
with  the  natural  working  of  business.  How  exten- 
sive were  the  painful  readjustments  made  necessary 
by  our  national  growth,  and  how  severe  would  have 
been  the  political  pressure,  if  that  could  have  been 
of  any  avail,  is  indicated  by  the  following  facts:  in 
the  20  years  ending  with  1900  the  area  under  wheat 
in  Ohio,  Indiana,  Illinois,  Michigan,  Wisconsin  and 
Missouri  (which  is  not  that  part  of  the  country  hard- 
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est  hit  by  the  competition  of  the  newer  West)  fell 
from  18,600,000  acres  to  9,000,000  acres,  and  during 
the  same  period  the  area  under  wheat  in  Kansas, 
Nebraska,  Minnesota  and  the  Dakotas  rose  from 
;.3oo.ooo  acres  to  17,200,000  acres.  The  extent  of 
the  destruction  of  land  values  in  the  East,  and  of  the 
buikling  up  of  land  values  in  the  West,  has  been  al- 
most as  enormous  as  has  the  transmutation  in  crops. 
Thus,  in  spite  of  the  great  appreciation  of  land  in 
the  \Tcinity  of  cities,  which  have  grown  up  very  rap- 
idly in  consequence  of  the  growth  of  the  manufactur- 
ing industries,  and  in  spite  of  the  large  sums  invested 
in  buildings  upon  dairy  farms,  fruit  farms  and  truck 
ianns,  the  total  value  of  the  farm  lands,  with  build- 
injjs  and  improvements,  in  the  States  of  New  York, 
Pennsylvania  and  Ohio,  fell  from  $3,159,000,000 
in  1880  to  $2,823,000,000  in  1900.  But  this  great 
destruction  of  farm  values  in  New  York,  Pennsyl- 
vania and  Ohio,  to  say  nothing  of  that  in  Massachu- 
setts. New  Jersey,  Marj'land  and  Delaware,  was  far 
more  than  made  good  by  the  agricultural  develop- 
ment of  the  West  alone,  leaving  out  of  all  account 
the  development  of  other  forms  of  pro|XTly  value 
in  the  East,  through  the  building  up  of  manufac- 
tTiring  centres  and  trading  centres  dojK*ndent  for 
thw  existence  u{x>n  the  farming  communities  at  the 

In  ihc  jH-rio'l  from  18S0  lo  1887  the  Russian  rail- 
*ayj,  wi-ri"  Icarnintj  to  **comj)ftc  for  common  mar- 
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kets."  There  was  competition  for  the  carriage  o 
grain  for  export  among  the  several  railways  leadin 
from  the  interior  to  the  several  Baltic  ports,  ani 
competition  between  the  two  sets  of  railway  system, 
leading  from  the  interior  to  the  Baltic  Sea  and  Hmj 
Black  Sea  respectively.  At  that  time  upward 
80  per  cent  of  the  railways  were  owned  by  corporals- 
tions,  and  throughout  the  greater  portion  of  tha-* 
period  the  Government  exercised  practically  no  corm- 
trol  over  railway  rates.  The  competition  in  questi(^:Ki 
was  not  so  keen  as  it  would  have  been,  had  the  Gov- 
ernment not  guaranteed  to  the  several  railwa)rs  ce^"- 
tain  returns  upon  the  capital  invested.  None  tlm^ 
less  it  was  rapidly  becoming  more  effective ;  and  £* 
course  of  time  it  would  have  become  the  same  poweJr- 
ful  force  for  reducing  railway  rates  that  it  has  beconcm^ 
in  the  United  States. 

When  the  Government  assumed  control  over  rail- 
way rates,  partly  through  acquiring  and  operating 
the  railways  themselves,  partly  through  legislative 
Government  Reg^  regulation,  it  checked  the  develop- 
uiation  drives  ment  of  the  Competition  for  the  mar- 
Traffictotht  j^^t,  the  development  of  competition 
^^^^^^  between  the  railways  and  the  rivers, 

and  the  development  of  the  practice  of  forcing  the 
exploitation  of  the  resources  of  the  country  by  chaig-  ' 
ing  what  the  traffic  will  bear.    It  is  true  that,  in 
spite  of  the  application  of  these  several  checkSi  the 
average  receipts  per  short  ton  mile  have  dedinfid 
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Steadily  from  1.176  cents  in  1881  to  0.81 1  cent  in 
1900.  But  under  the  free  play  of  the  commercial 
forces  the  decline  would  have  been  more  rapid :  in 
other  words,  there  would  have  been  a  greater  devel- 
opment of  long-haul  traffic  and  traffic  in  low-value, 
bulky  commodities.  This  statement  is  supported 
by  the  narrative  that  has  gone  before,  as  well  as  by 
the  extraordinary  volume  of  river-borne  traffic  to  be 
ibund  in  Russia. 

In  the  five  years  ending  with  1900  the  rivers  of 
European  Russia  carried  each  year  on  an  average 
38.900,000  gross  tons  of  freight,  as  against  55,300,000 
tons  carried  by  the  railways.     But  since  the  average 
haul  jKT  ton  was  5 1 8  miles  upon  the  rivers,  and  only 
294  miles  upon  the  railways,  the  average  annual 
river  tralTic  was  14,978,000,000  ton-miles,  as  against 
an  average  annual  railway  traffic  of  16,472,000,000 
ton-miles.     In  this  period  the  average  length  of  the 
railways  was  25,800  miles,  and  that  of  the  water- 
ways was  52,000  miles.     But  26,300  miles  of  the 
rivers  were  navigable  only  by  rafts,  or  by  barges 
which  were  floated  down-stream  and  broken  up  at 
the  end  of  the  journey.     Only  25,600  miles  of  river 
were  navigable  by  steamers.    The  important  part 
played  by  the  internal  waterways  in  developing  re- 
sources which  the  railways  cannot  fully  develop  is 
sbom-n  by  the  great  difference  in  the  average  length 
of  haul  upon  the  rivers  and  the  railways  respectively. 
Id  the  years  1894-96  the  average  haul  for  naphtha 
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was  969  mUes  upon  the  rivers  and  331  miles  upon  the 
raUways;  for  oats  it  was  906  miles  upon  the  rivers 
and  531  miles  upon  the  railways;  for  rye  flour  it  was 
719  miles  upon  the  rivers  and  406  miles  upon  the 
railways.  Again,  in  1897,  there  were  carried  into  St 
Petersburg  and  Kronstadt,  by  means  of  the  Volga 
and  the  Marien  canal  system,  4,341,000  gross  tons, 
which  made  an  average  journey  of  400  miles.  Six- 
teen per  cent  of  that  freight  consisted  of  grain,  which 
made  an  average  journey  of  1364  miles  by  river  and 
canal.  In  fact,  the  grain  raised  east  of  the  Volga 
and  north  of  50  degrees  latitude  goes  to  market 
largely  by  way  of  the  Volga  and  the  Marien  canal 
system.  It  is  this  heavy  movement  of  eastern  grain 
up  the  Volga  that  makes  the  aggregate  amount  of 
grain  carried  to  the  seaboard  by  river  equal  to  30-3S 
per  cent  of  the  amount  carried  thither  by  rail. 

The  petroleum  industry  at  Baku,  on  the  western 
coast  of  the  Caspian  Sea,  also  depends  greatly  upon 
the  Volga.  In  the  six  years  1896-1901  the  amount 
of  petroleum  carried  by  sea  from  Baku  to  Astrachan, 
and  thence  up  the  Volga,  increased  from  2,817,000 
gross  tons  to  4,750,000  tons.  In  fact,  petroleum 
destined  for  consumption  in  Russia  uses  the  railways 
only  for  the  purpose  of  reaching  points  not  accessible 
by  river.  And  petroleum  destined  for  export  goes 
by  rail  or  pipe  line  to  Batura,  on  the  Black  Sea,  and 
thence  by  vessel.  Though  Russia  sends  to  Germany 
large  quantities  of  petroleum,  the  amount  sent  across 
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the  Prussian  frontier  by  rail  is  less  than  25,000  tons 
a  year. 

About  70  per  cent  of  the  traflBic  upon  the  Rus- 
sian rivers  is  carried  by  the  rivers  Volga,  Neva  and 
Dvina,  and  about  50  per  cent  is  carried  by  the  Volga. 
The  traflSc  upon  the  last-named  river  increased  from 
8,500,000  gross  tons  in  1891  to  18,000,000  in  1901. 
It  is  carried  at  very  low  rates  and  in  vessels  that 
range  in  capacity  from  165  gross  tons  to  2500  tons. 
The  average  receipts  per  ton-mile  are  about  as  fol- 
lows: for  grain,  0.104  cent;  for  petroleum  and  its 
products,  0.149  cent;  for  iron,  0.180  cent  and  for 
fish,  0.415  cent. 

These  rates  are  very  low.  Nevertheless,  the  rail- 
ways should  before  long  be  able  to  meet  them.  In 
the  period  1892-96  the  Government  roads  reduced 
their  operating  expenses  from  0.657  cent  per  ton- 
mile  to  0.561  cent.  In  that  same  period  they 
reduced  their  expenses  of  "conducting  transporta- 
tion" from  0.294  cent  per  ton-mile  to  0.265  cent. 
Were  they  to  make  a  determined  effort  to  get  the 
traffic  which  now  goes  by  river,  and  to  build  up  new 
traffic  by  forcing  the  development  of  resources  wher- 
ever found,  they  should  be  able  to  develop  a  volume 
of  traffic  which  would  so  reduce  the  cost  of  carrying 
freight  as  to  enable  them  to  meet  the  rates  upon  the 
rivers. 

It  is  to  the  interest  of  the  producers  of  Russia  that 
the  railways  supersede  the  waterways.    In  the  first 
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place,  the  rivers  are  navigable  only  six  or  seven 
months  in  the  year.  While  they  are  open  to  navi- 
The  Producer's  gation,  the  prices  of  grain  in  the  dis- 
interest  demands   ^^^  served  by  rivers  follow  closely 

that  the  Railways  .  ' •        •         i^ 

supersede  the  the  pnces  of  grain  in  the  export 
Waterways  markets  of  the  Black  Sea  and  the 

Baltic  Sea,  though  not  so  closely  as  they  would, 
had  the  competition  between  the  railways  them- 
selves and  the  competition  between  the  railways 
and  the  waterways  developed  a  keener  competi- 
tion among  the  various  ports  of  export.  But  when 
the  rivers  are  closed  to  navigation,  the  prices  of 
grain  in  the  territories  served  by  rivers  frequently 
lose  all  relation  to  the  prices  in  the  ports  of  export. 
Thus,  in  the  period  from  1893  to  1896  the  price  of 
rye,  the  principal  crop,  at  times  fell  to  $1.60  a 
gross  ton  in  the  territory  east  of  the  Volga,  though 
the  monthly  average  price  in  the  Russian  ports  did 
not  at  any  time  fall  below  $13  a  gross  ton.  The 
sensitiveness  of  the  price  of  grain  to  interruptions 
of  transportation  is  shown  also  by  the  fact  that  in 
the  interior  districts  grain  at  times  has  fallen  4.3 
cents  and  more  a  bushel,  in  consequence  of  blocks 
in  the  railway  traffic  occasioned  by  a  lack  of  cars. 

The  Russian  peasant  lives  a  hand-to-mouth  ex- 
istence ;  he  cannot  pay  the  cost  of  insuring  his  crops 
against  fire  during  the  season  of  closed  navigation, 
and  his  taxes  fall  due  shortly  after  the  crops  have  been 
harvested.    These  several  factors  put  him  much  at 


Uk  mfTcy  of  the  local  buyers  of  grain  in  the  season  of 
closed  luv^tion.  If  the  territory  east  of  the  Volga 
*tn  better  supplied  with  raUways,  there  would  be  a 
tody  demand  the  year  round  for  the  peasant's  grain. 
Knd  if  the  several  railways  from  the  Baltic  [>orts  and 
fwn  the  filack  Sea  ports  were  to  compete  more 
Umly  with  one  another  for  the  carriage  of  the  grain 
lucd  in  the  interior,  the  exporters  would  discontinue 
Ok  practice  of  buying  in  the  places  of  export  from 
IqoI  dealer?  shipping  from  the  interior.  They 
wuJd  themselves  buy  directly  of  the  peasants  and 
hnncrs,  or  they  would  buy  in  the  interior  of  the 
locil  dealers.  The  competition  within  this  new  class 
«  buyers  in  the  interior  would  be  much  more  ex- 
tKvlcf!  and  much  keener  than  is  the  competition 
tamg  the  present  local  dealers;  and  that  new  and 
sxn-ascd  competition  would  diminish  the  commis- 
»»fl  charges  for  collecting  and  marketing  grain,  and 
tj*  raise  the  price  of  grain  upon  the  farm. 

There  are  further  reasons  why  it  is  not  to  the  inter- 

f«  "f  the  Russian  producer  to  use  watcrwa>s  rather 

i^an  railways.     No  country  can  be  covered  so  com- 

lieitly  by  canals  and  rivers  as  it  can  be  covered  by 

ai3wa>-s.     On  the  other  hand,  branch  niihvay  lines 

a":  fjc  made  profitable  only  as  feeders  to  main  lines; 

lv\  cannot  be  built  a.s  feeders  to  rivers. 

r      I.-.'H  in  Knri>|M:in  Kiii-^ia  there  still  jtR- l.irge areas 

!■/  arable  land  which  cannot  Ix-  cultivatf<i  Ix-cause 

Lvy  have  no  access  to  market.    In  fact,  the  country 
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has  barely  begun  to  be  supplied  with  raflways.  On 
the  other  hand,  the  Russian  Government  is  not  in 
the  position  financially  to  make  vast  capital  outlays 
which  will  be  unremunerative  for  a  number  of  years. 
Therefore  it  cannot  prosecute  with  proper  despatch 
the  work  of  covering  the  country  with  a  net  of  rail- 
ways that  shall  make  it  possible  to  cultivate  thewhole 
,of  the  arable  area.  So  far  as  the  Government  shall 
continue  to  allow  the  rivers  to  carry  freight  that  the 
railways  might  carry,  so  far  will  it  handicap  itself  io 
the  performance  of  the  necessary  and  stupendous  task 
of  supplying  Russia  with  the  necessary  railways— 
a  task  which,  at  best,  it  can  perform  but  inadequately- 


CHAPTER  VIII 


AUSTRALIA 


The  railways  of  New  South  Wales,  Victoria  and 
South  Australia  compete  with  each  other  for  the 
traffic  of  the  "Riverina,"  the  great  wool-producing 
centre  of  Australia.  The  region  in  question  lies 
west  of  longitude  147  degrees,  and  between  the  Mur- 
ray and  the  Darling  rivers,  forming  the  southwestern 
portion  of  New  South  Wales.  The  Rivcrina  sheep 
puzier  naturally  will  buy  his  supplies  where  he  sells 
his  produce.  Then,  again,  the  storage  and  sale  of 
wool  give  work  to  a  great  many  people  in  the  seaboard 
city  from  which  the  wool  is  exported,  besides  afford- 
ing emplo)Tnent  for  a  large  part  of  the  banking  capi- 
tal of  the  exporting  cit>'.  Loans  upon  consignments 
of  wool,  together  with  loans  upon  sheep  and  upon 
jmizing  lands,  constitute  the  foundation  of  the  bank- 
ing business  in  .Australia,  and  the  grazier  naturally 
will  obtain  his  loans  where  he  sells  his  produce.  The 
fight  between  the  several  railways  for  the  traffic  to 
and  from  the  Rivcrina,  therefore,  is  not  so  much  a 
mere  struggle  for  railway  revenue  as  it  is  a  struggle 
Utwi*en  MeUx)ume,  Svdncv  and  .Adelaide  for  com- 
mercial  and  financial  supremacy  in  Australia. 
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It  would  be  a  comparatively  easy  matter  for  the 
railway  managers  of  the  several  colonies  to  agree 
Trade  RivairUs  upoii  z.  division  of  the  Riverina 
among  Uu  Colo-  tniflSc  which  would  be  equitable  from 
"*"  the  traffic  manager's  viewpoint.    In- 

deed, the  railway  commissioners  of  Victoria,  New 
South  Wales  and  South  Australia,  in  1895,  agreed 
upon  a  division  of  the  traffic ;  but  the  Government 
of  Victoria  refused  to  ratify  the  agreement  or  pool, 
on  the  ground  that  it  would  endanger  the  commercial 
and  financial  interests  of  Melbourne.  The  premier, 
Sir  Geoi^e  Turner,  in  reviewing  the  situation,  some 
three  years  later,  said  "he  doubted  whether  much 
profit  accrued  to  the  Victorian  railways  from  the 
Riverina  trade,  the  traffic  in  question  being  carried 
at  very  low  rates.  But  they  must  consider  this  great 
point:  the  whole  of  the  business  was  transacted  in 
Melbourne  and  not  in  Sydney,  and  the  loss  of  that 
business  would  be  of  far  more  importance  than  the  loss 
of  the  raUway  revenue  derived  from  the  business." 

This  Australian  situation  affords  a  complete  paral- 
lel to  one  of  the  most  instructive  chapters  in  the  raQ- 
way  history  of  the  United  States  —  the  opposition  of 
the  city  of  New  York  to  the  division  of  the  traffic 
between  the  interior  of  the  United  States  and  the 
Atlantic  seaboard,  agreed  upon  from  time  to  time 
by  the  railways  leading  to  the  interior  from  New 
York,  Philadelphia  and  Baltimore,  respectively. 
Long  after  the  railways  from  New  York  into  the 
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interior  had  recognized  the  claims  of  the  Philadel- 
phia and  Baltimore  railways  to  a  share  in  the  export 
and  import  trade  of  the  United  States,  New  York 
City,  under  the  leadership  of  the  New  York  Cham- 
ber of  Conmierce,  asserted  that  it  had  a  "natural 
right"  to  the  monopoly  of  the  export  and  import 
trade  of  the  United  States.  Down  to  the  present 
day,  in  season  and  out,  the  New  York  Chamber  of 
Commerce  has  used  its  great  power  to  make  public 
opinion,  for  the  purpose  of  defeating  the  divisions  of 
traffic  agreed  upon  by  the  several  sets  of  railways 
leading  from  the  Atlantic  seaboard  to  the  interior. 
Indeed,  the  two  most  desperate  trunk  line  wars  that 
this  country  has  witnessed  were  due  in  part  to  the 
fact  that  the  management  of  the  New  York  Central 
was  forced  to  convince  the  public  opinion  of  New 
York,  by  means  of  a  fight  to  the  finish,  that  the  Penn- 
sylvania Railroad,  together  with  Philadelphia,  and  the 
Baltimoreand  Ohio  Railroad,  together  with  Baltimore, 
never  would  submit  to  the  abolition  of  the  "differen- 
t  tials," — a  device  designed  to  give  Philadelphia  and 
Baltimore  a  share  in  the  export  and  import  trade. 
Had  the  railways  of  the  United  States  been  under 
■  eSective  control  of  the  federal  Government  in  the 
seventies  and  the  early  e^hties,  we  should  have  had 
each  one  of  the  several  groups  of  Senators  and  Rep- 
'tsentatives  from  New  York,  Pennsylvania  and  Mary- 
land making  different  demands  upon  the  federal 
Administration ;  and  we  should  have  had  them  mak- 
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ing  their  support  of  administrative  measures  and 
policy  conditional  upon  the  recognition  of  their 
claims  with  regard  to  the  diflferentials.  The  ex- 
traordinarily difficult  situation  in  which  the  admin- 
istration would  have  been  placed  is  apparent :  New 
York  would  have  demanded  unconditional  abolition 
of  the  differentials,  Pennsylvania  would  have  de- 
manded one  set  of  differentials,  and  Maryland  would 
have  insisted  upon  another. 

In  Australia  the  question  of  the  adjustment  of  the 
railway  rates  from  the  interior  to  Sydney,  Melbourne 

Competition  of  ^^^  Adelaide  proved  one  of  the  most 
the  Ports  threat-  stubbomly  Contested  points  in  the  pro- 
ened  to  defeat        ceedings  of  the  Several  conventions 

called  to  frame  a  plan  of  federation. 
In  fact,  Sir  George  Turner,  Premier  of  Victoria,  and 
Mr.  G.  H.  Reid,  Premier  of  New  South  Wales,  had 
to  have  recourse  to  distinguishing  between  prefer- 
ential rates  and  differential  rates.  They  put  into 
the  federal  constitution  clauses  forbidding  prefer- 
ential rates  and  sanctioning  differential  ones,  de- 
fining a  preferential  rate  as  illegitimate,  because 
aiming  to  give  one  city  traffic  that  properly  belonged 
to  another,  and  defining  a  differential  rate  as  a  legiti- 
mate reduction  in  rates  made  in  order  to  develop 
traffic.  They  also  established  a  body,  on  the  pattern 
of  our  Interstate  Commerce  Commission,  endowed 
with  power  to  say  whether  any  rate  complained  of 
is  preferential  and  therefore  illegitimate,  or  differen- 
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tal  and  therefore  Intimate.  In  this  way  Sir  George 
Turner  and  Mr.  Reid  glided  over  a  difficulty  that 
threatened  to  prevent  federation.  But  they  merely 
postponed  the  day  of  reckoning ;  for  it  is  not  within 
the  power  of  man  to  prove  to  the  satisfaction  of  each 
one  of  two  or  more  rival  cities  when  a  rate  ceases  to 
be  a  differential  rate  and  becomes  a  preferential  one. 

Even  more  important  in  securing  the  adoption  of 
{deration  was  the  provision  that  each  colony  should 
fttiin  in  its  own  hands  the  management  of  its  rail- 
ways. Under  that  arrangement  Victoria  can  con- 
tinue to  put  penalizing  rates  on  grain  sent  from 
northwestern  Victoria  to  Adelaide,  as  well  as  on 
merchandise  brought  from  Adelaide  into  northwest- 
ern Victoria.  New  South  Wales  can  continue  to 
put  penalizing  rates  on  traffic  sent  by  rail  from  Vic- 
toria into  New  South  Wales.  It  can  also  continue 
to  refuse  to  connect  its  Rivcrina  railway  lines  with 
the  Victorian  lines  to  Melbourne,  or  to  allow  private 
enterprise  to  make  the  connections,  thus  forcing  the 
people  of  the  Riverina  to  reach  the  Victorian  lines  by 
means  of  wagons  drawn  by  horses  or  by  means  of 
the  small  craft  that  can  navigate  the  Darling,  the 
Murray,  the  Murrumbidgee  and  the  Lochlan  rivers. 

In  this  last  respect  New  South  Wales  still  stands 
where  the  United  States  sto(xl  some  30  to  50  years 
gfo,  when  Pennsylvania  refustnl  the  Baltimore  and 
Ohio  Railroad  access  to  Pittsburg,  lest  Baltimore 
should  take  trade  from  Philadelphia ;  and  the  Legis- 
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lature  of  New  York  ordered  that  the  State-aided 
Erie  Raikoad  should  begin  at  a  point  25  miles  from 
New  York  City,  lest  Jersey  City  should  derive 
benefit  from  the  railway. 

Turning  from  the  railway-rate  situation  in  the 
field  of  interstate  trade  and  traffic  in  Australia,  we 
find  within  the  several  States  rigid  adherence  to  a 
Tapering  Rates  system  of  tapering  rates  which  has  re- 
concentrate  Trade  sulted  in  a  remarkable  concentration 
and  Population  on  Qf  trade  and  industry  in  the  leading 

^  seaboard  city  of  each  State.   To  illus- 

trate :  if  the  railway  charge  be  one  cent  per  ton-mile 
for  the  first  50  miles,  0.5  cent  for  the  second  50  miles 
and  0.3  cent  for  the  third  50  miles,  the  average  charge 
per  ton-mile  for  a  shipment  of  1 50  miles  will  be  0.6 
cent.  That  will  be  the  cost  to  a  merchant  located 
in  some  small  town  150  miles  in  the  interior  who 
makes  a  purchase  in  Melbourne.  If  that  same 
merchant  buys  of  a  wholesale  dealer  located  in  a 
town  100  miles  in  the  interior,  he  will  have  to  pay 
at  the  rate  of  one  cent  per  ton-mile  for  50  miles. 
But  the  wholesale  dealer  who  had  purchased  in 
Melbourne  had  already  paid  a  freight  charge  of 
0.75  cent  per  ton-mile  to  have  the  freight  brought 
from  Melbourne.  Hence,  by  the  time  the  com- 
modities purchased  of  the  wholesaler  located  100 
miles  in  the  interior  will  have  reached  the  mer- 
chant located  150  miles  in  the  interior,  they  will 
have  paid  an  average  charge  of  0.83  cent  per  ton- 
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mfle,  as  against  an  average  charge  of  0.6  paid  by 
commodities  purchased  directly  in  Melbourne.    It 
b  obvious  that,  under  these  conditions,  it  will  be  im- 
possible to  establish  a  distributing  trade  in  the  inter- 
mediate interior  towns.    And  that  has  been  precisely 
the  experience  of  each  Australian  colony.    For  ex- 
ample, when  the  railways  of  Victoria  terminated  at 
Ballarat,  100  miles  in  the  interior,  that  town  had  a 
considerable  wholesale  trade,  the  commodities  being 
distributed  by  horse  and  wagon  to  the  smaller  in- 
terior towns.     But  when  the  railways  were  extended 
be)-ond  Ballarat,  it  became  more  profitable  for  the 
merchants  of  the  smaller  towns  beyond  Ballarat  to 
purchase  in  Melbourne.     Ballarat  lost  its  distribut- 
ing trade,  and  its  more  ambitious  wholesale  mer- 
chants   removed    to    Melbourne.        Similarly,  the 
manufacturers  who  were  located  at  Ballarat  and  had 
to  pay  a  comparatively  high  average  ton-mile  charge 
on  the  imported  raw  material  which  they  used,  as 
well  as  a  comparatively  high  ton-mile  charge  on  the 
finished  product  produced,  found  it  impossible  to 
compete  with  the  Melbourne  manufacturers,  who 
shipped  their  finished  product  at  a  comparatively 
low  ton-mile  charge.     The  result  was  that  those 
manufacturers  who  had  an  ambition  to  manufacture 
for  the  trade  of  the  colony,  as  a  whole,  also  moved 
to  Melbourne.     And  this  movement  of  trade  and 
imlustr)'  to  the  seaboard  cities  is  in  large  part  re- 
^lonsible  for  the  extraordinary  concentration  of  the 
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people  of  Australia  in  a  few  cities,* — a  concentra- 
tion which  Mr.  Reid  has  called  "  the  curse  of  Aus- 
tralia," because  it  enables  the  people  of  a  few 
oversown  cities  to  make  the  laws  of  a  country  whose 
resources  are  mainly  agricultural  and  pastoral. 

The  railways  of  the  United  States  began  with  a 
system  of  tapering  rates.  But  the  necessity  of  meet- 
ing water  competition  at  certain  points,  and  the 
DecetttraHzatum  competition  between  the  raOwajre 
tntom-ag^by  the   themselves  at  others,  soon  led  to  wide 

Bastng  Potnt  Sys- 
tem in  Ike  United  departures  from  such  a  scheme  —  to 
States  the  making  of  competitive  rates  which 

grew  in  time  into  the  "basingpoint"  system.  Under 
that  system  the  rates  from,  say,  New  York  to  Atlanta, 
a  basing  point,  will  be  so  low  that  the  sum  of  the 
through  rate  from  New  York  to  Atlanta,  plus  the 
local  rate  from  Atlanta  to  any  point  within,  say,  loo 
mDes,  win  not  exceed  the  direct  through  rate  from 
New  York  to  that  point.  In  other  words,  within  a 
certain  radius  of  Atlanta,  the  wholesale  merchant 
of  that  city  will  be  on  a  footing  of  equality  with  the 
wholesale  merchant  of  New  York.  The  wholesale 
trade  of  New  York  will  be  decentralized  —  that  is, 
a  part  of  it  will  be  transferred  from  New  York  to 
Atlanta. 
The  basing  point  system  has  been  a  tremendous 

*  In  1901  there  were  living  in  Sydney,  36  per  cent  of  the  populatioi 
of  New  South  Wales  ;  in  Melbourne,  41  per  cent  of  the  population  oi 
Victoria ;   and  in  Adelaide,  45   per  cent   of  the  populatioD  of  Soutl 

Australia. 
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force  in  decentralizing  the  trade  and  industry  of  this 
country,  in  building  up  trading  and  manufacturing 
cities  in  the  South,  the  Middle  States,  the  Southwest, 
the  West  and  the  Northwest.     The  system  frequently 
involves  the  violation  of  the  so-called  "long-  and 
>hort-haul  principle/'  and  for  that  reason,  with  others, 
:i  has  been  disapproved  by  the  Interstate  Commerce 
Ciimmission.     On  the  other  hand,  it  is  well  known 
ihai,  so  far  as  that  body  succeeded  in  breaking  down 
ihc  basing  point  system,  it  drove  trade  from  the 
inierior  distributing  centres  to  Chicago,  New  York 
ol  the  other  Atlantic  seaboard  cities.     In  fact,  the 
^•>st  radical  ri-tluction  in  railway  rates  ordered  by 
-ny  State  Legislature  down  to  1888  was  prompted 
-ir^'ily  by  the  desire  to  protect  the  j()l)bing  centres 
•fa  Middle  Western  State  against  the  loss  of  trade  to 
thicaijc)  resulting  from  the  partial  enforcement  of 
tht*  long   and  short-haul  clause  of  the  act  to  regulate 
^'mmcrce.     It   is  well   known,  also,  that  the  mer- 
chants c»f  New  York  and  Chicago  would  like  to  see 
ihf  Interstate  Commerce  Commission   succtMxl    in 
;n  iiTorts  to  break  up  the  Ixising  jK)int  system,  for 
thi  y  know  that  the  prest*nt  wholesale  trade  of  the 
?a>ing  fKMnts  would  then  come  to  them. 

Thf  Ixising  jniint  system  has  anollu-r  great  merit 
ft-'.idi'i  that  of  dtrentralizing  |H)pulalion:  it  enables 
:•  f  MJlwavs  to  elTect  jrreal  economies  in  the  cost  of 
•■■»'v!u«  tini:  tran.sjMirlation.  In  the  absenre  of  Ixis- 
's.j  lKiint>.  freight  has  to  \k  carrie<l  over  long<listances 
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from  the  sources  of  supply  irregularly  and  in  small 
lots.  The  establishment  of  basing  points  makes 
The  Economy  of  possible  the  bunching  together  of 
the  Basing  Point  these  small  and  irregular  bits  of 
^y^^^^  traffic  into   huge  train-loads,  which 

are  handled  with  the  greatest  economy.  It  limits  the 
costly  traffic  of  small  volume  and  intermittent  flow 
to  the  relatively  short  hauls  from  the  basing  points  to 
the  points  of  consumption.  Even  in  the  absence 
of  the  exigencies  of  competition,  it  would,  therefore, 
be  to  the  interest  of  the  railways  to  establish  such 
points  for  the  preliminary  concentration  of  traffic 
which  comes  from  distant  sources  of  supply  and 
which  is  ultimately  to  be  distributed  among  a  scat- 
tered population.  Such  a  device  also  serves  the 
interest  of  the  public  at  large;  for,  by  increasing 
the  margin  of  profit  of  the  railways,  it  encourages 
railroad  building,  especially  in  the  thinly  settled  por- 
tions of  the  country.  Everybody  in  the  United 
States  to-day  would  have  poorer  railway  facilities, 
and  less  of  them,  for  getting  his  product  to  market, 
had  the  railways  all  along  been  hampered  in  handling ' 
traffic  in  these  ways  which  realized  savings  and  in- 
creased the  margin  of  profit  on  railways  built  ahead 
of  traffic. 

One  of  the  reasons  for  the  ridiculously  low  aver- 
age of  the  train-load  in  Australia  —  74  tons  in  New 
South  Wales  —  is  the  comparative  absence  of  in- 
terior jobbing  centres,  with  the  resulting  necessity 
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of  distributing  freight  from  the  seaboard  cities  in 
small  and  intermittent  amounts.  Small  train-loads, 
on  the  other  hand,  mean  high  operating  expenses, 
large  deficits  in  the  Railway  Department,  heavy  bur- 
dens upon  the  taxpayers  and  the  postponement  of 
the  day  when  the  country  at  large  shall  be  adequately 
supplied  with  transportation  facilities. 

Time  and  again  the  merchants  and  manufac- 
turers of  the  interior  towns  of  New  South  Wales 
have  appealed  to  Parliament  for  relief  from  the 
effects  of  the  present  practice  as  to  railway  charges. 
They  have  asked  that  the  principle  embodied  in  the 
*' milling  in  transit*'  rates  on  grain  and  flour,  and  in 
the  "scouring  in  transit"  rates  on  wool,  be  extended 
to  merchandise  in  general.  The  "break  journey" 
rates  demanded  would  allow  merchants  at  interior 
towns  to  bring  merchandise  from  Sydney,  store  it 
in  their  warehouses,  and  reship  it  to  smaller  towns 
farther  inland  at  rates  which  would  not  exceed  the 
dirift  rate  from  Sydney  by  more  than  a  small  ter- 
minal charge  for  unloading  and  loading  at  the  inter- 
nu^diate  city.  But  the  Government  thus  far  has 
refused  to  grant  the  relief  demanded,  partly  because 
it  fears  that  ** break  journey"  rates  would  give  rise 
t'i  extensive  frauds,  partly  because  it  fears  the  oppo- 
>iti(m  of  the  Svdnev  merchants  and  manufacturers. 

In  the  other  colonies  the  situation  is  similar  to  that 
•n  \iw  South  Walrs.  In  X'ictoria.  indn^l,  there  has 
i^nxn  of  lute  a  further  and  highly  instructive  (level- 
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opment  of  the  past  situation.  In  1895  the  Minister 
of  Railways,  Mr.  Williams,  admitted  that  the  Railway 
Department  was  favoring  certain  Melbourne  manu- 
facturers, as  against  the  manufacturers  of  the  interior 
towns,  because  of  the  problem  of  the  unemployed 
in  the  metropolis. 

The  merchants  and  manufacturers  of  Melbourne, 
Sydney  and  Adelaide  oppose  any  measures  that 
would  decentralize  trade  and  industry,  just  as  the 
merchants  of  New  York  City  always  have  opposed 
the  practices  by  means  of  which  the  American  rail- 
ways have  decentralized  the  trade  that  originally 
was  the  monopoly  of  the  seaboard  cities.  But  there 
is  this  difference  between  Australia  and  the  United 
States.  In  Australia,  under  Government  owner- 
ship, the  interests  of  a  powerful  class  have  prevailed, 
to  the  detriment  of  the  country  at  large ;  in  America 
the  interests  of  that  same  class  had  to  yield  to  the 
interests  of  the  country  at  large,  as  a  compromise 
between  conflicting  interests.  Such  a  solution,  how- 
ever, can  be  secured  only  under  that  free  play  of 
commercial  forces  which  is  the  distinguishing  char- 
acteristic of  those  countries  in  which  the  industries 
are  in  the  hands  of  private  enterprise,  and  are  sub- 
jected to  the  minimum  of  governmental  regulation. 
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CHAPTER  I 

THE  DEVELOPMENT  OF  THE  WEST 

When  the  Civil  War  came  to  an  end,  the  various 
inclusiries  of  the  United  States  had  to  provide  employ- 
ment for  the  disbanded  armies  of  the  North  and  the 
>«>'jth.     Scarcely  had  this  readjustment  from  a  war- 
f««>tinj^  to  a  wace  footing  lx*en  effectt*d  when  there 
camt-  a  wave  of  immigration  which  contributed  about 
ac  jiercentof  the  increase  of  |K)pulation  from  1867  to 
i'*:^     Finally,  in  the  vear  last  mentioned,  occurrwl 
^Hi-  nn-moral)Ie  fmancial  crash,  the  result  of  sjK^cula- 
iHjn  in  many  lines  of  industr)'  carried  to  ever  higher 
^n«l  higher  extn^mes  after  the  close  of  the  war.     The 
^'\ivi\{   of   the   depression   which   followed   is  indi- 
cati^l  by  the  course  of  the  imix)rts,  which  fell  from 
^*-i.cxx>.ooo  in  1873  to  $518,000,000  in  1875,  and  to 
^^^r.ooo.ooo  in   1876.     Thriv  years  later,  in  1879, 
'*'^-''    ini|K)rts    were   only   $426,000,000.     This   pro- 
'^'"ti'd  jHTiod  of  licjuidation  in  turn  ni-cessitat«l  a 
■''^MiiiMment  of  our  industrii-s  and  a  n-distribulion 
*   V)ur  {x^pulation  on  an  rnormous  scale. 
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The  great  factors  in  our  economic  progress  in  this 
eventful  period  from  1867  to  1880  were  railroad  huild" 

ing,   with   its   dependent   industri^^^* 
^^1*^   and    the    expansion    of    farming:-* 

During  these  years  the  great  co: 
and  wheat  raising  States  of  Ohio,  Indiana,  Illinoi 
Michigan,  Wisconsin,  Minnesota,  Iowa,  Missoui 
Kansas  and  Nebraska  increased  their  area  und< 
com  and  wheat  by  39,000,000  acres,  the  equivalei 
of  70  per  cent  of  the  increase  of  the  area  under  cro] 
of  all  kinds  in  the  United  States.    In  the  decade  en« 
ing  with  1880  the  ten  States  in  question  increased 
population  by  4,400,000,  which  was  225,000  in  exa 
of  the  total  number  of  immigrants  into  the  Unit 
States  during  this  decade  and  the  three  years  prect 
ing.-j-    By  1873  the  railways  and  the  westward  mo^ 
ment  of  population  had  reached  points  over  500  ml 
from  the  Great  Lakes.    There  were  men  of  no  m( 
authority  who  feared  that  many  years  must  ela] 
before  the  eastern  portion  of  the  country  would 

♦  Uni/fi/  States  Census  Reports, 

Increase  in  the  Number  of  Persons  making  a  Living  in 

Subjoined  Callings 


Agriculture 

Trade  and  transportation 

Manufacturing,  mining  and  the  mechanical 
industries 


1871-80 


i,748/x)o 
619,000 

1,130,000 


.t 


t  Statistical  Abstract  of  the  United  States,  1887. 


THE   DEVELOPMENT  OF  THE  WEST  206 

able  to  consume  the  wheat  that  was  being  raised 
in    the   West,    and    that    the  cost   of  transporting 
this  wheat  to  the  Atlantic  seaboard  would  preclude 
«l5  exiK)rtation  to  Euroi^.    Thus,  in  1874  the  "Penn- 
sylvania Railroad  Investigating  Committee,"  which 
'ncluiletl  among  others  Mr.  John  A.  Wright,  reported 
'hai  it  was  out  of  the  question  for  the  West  to  think 
*'f  cie{iending  on  Kngland  as  a  market  for  its  prod- 
t^ce  and  as  a  place  in  which  to  purchase  its  manu- 
^cture<l  articles.     It  was  not  much  less  out  of  the 
M^<-'stion  for  the  West  to  cIcjK^nd  on  the  Middle  States 
^n<l  the  Kast  for  the  Siile  of  its  prcxluce  and  the 
purchase  of  its  supplies.     The  siilvation  of  the  west- 
*JT^  farmer  was  to  move  eastward  or  to  draw  the 
^'•tsttm  manufacturer  to  the  West.     The  grower  of 
^'^"-iin  and  the  manufacturer  of  commcxlities  must  be 
T*r«  lUiiht  closer  ttMjether;  the  vallevs  of  the  Ohio  and 
*^^*-  Mis>i>'ii|ipi  must  Ix'come  the  great  workshops  of 
^^^'  I'nite*!  States.     In  that  way  alone  could  a  mar- 
•^«^'t  1*'  creattil  for  the  agricultural  prcxlucts  of  the 
^*  '■'-I.     The  n|Hirt  under  consideration  added  that, 
^''^•«^'   lantl  grant  railways  and   the  railways  built  on 
''F'^rulation  having  Iven  carrii-^l  to  the  extreme  verge 
*•'    jKijuilation,  desperate  efforts  had  Ixrn  made  to 
^ttK-    jK-ople   along  their  lines.     The   st(x:kholders 
''^*^ulil   >up[Mirt  the  jMiIicy  c»f  making  railway  rates 
^'^t  were  U-Iow  the  cost  of  carriai^e  long  enough  to 
*  ""iiMe  them  to  mII  thiir  l.iiuls  or  Ut  ijet  rid  of  their 
^''•k.  liiit  no  I..:il:it.     .Mt»reuviT.  even  it  that  pt»liey 
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should  be  continued,  it  would  but  increase  the  evil 
of  a  farming  population  that  reached  beyond  the 
point  where  a  living  could  be  made  by  farming  * 

The  Railroad  Gazette  commented  that  this  state- 
ment was  one  which  had  been  much  needed.  It 
was  too  true,  it  observed,  that  people  generally,  in- 
cluding many  railroad  men  who  should  have  known 
better,  had  taken  it  for  granted  that,  when  a  railroad 
gave  access  to  any  part  of  our  unoccupied  territory, 
it  removed  the  only  or  chief  obstacle  to  the  rapid 
growth  of  the  district  in  question  to  a  condition  like 
that  of  Ohio,  Illinois  or  eastern  Iowa.  The  farmers 
had  not  given  sufficient  consideration  to  the  cost  of 
transporting  agricultural  produce  by  rail;  but  they 
were  beginning  to  learn,  and  no  longer  flocked  to  the 
'* borders"  as  they  once  had  done.  They  were 
learning,  also,  to  adjust  their  industry  to  their  cir- 
cumstances, and  the  more  western  ones  were  not 
thinking  of  raising  anything  for  the  distant  markets 
but  cattle  and  sheep.  Kansas  and  Nebraska  were 
shipping  cattle,  rather  than  grain ;  and  upon  the  Cen- 
tral Pacific  and  the  Union  Pacific  Railroads  wool  was 
the  principal  item  of  through  freight.  Mr.  Charles 
Francis  Adams,  Jr.,  who  for  many  years  shared  with 
Mr.  Albert  Fink  the  distinction  of  being  the  fore- 
most writer  on  railway  questions,  also  was  of  the 
opinion  that  the  farmer  had  gone  "too  far  west." 

In  1876,  two  years  after  the  foregoing  gloomy 

*  7)1/  Railroad  Gazette,  October  3,  1874. 
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d  been  expressed,  the  surplus  labor  of 
^  the  Eastern  States,  thrown  out  of 
4^  employment  by  the  industrial  de- 
pression, began  to  move  westward  in 
tions  as  to  attract  attention.  This  mi- 
:  place  to  the  farming  States  where  cheap 
be  obtained,  notwithstanding  that  in 
[ie  farm  prices  of  wheat  and  the  other 
from  I  o  to  30  per  cent  below  the  level  of 
arkcd  decline  in  price  having  first  taken 
74.  In  1877  and  1878  the  movement 
on  into  the  West  from  the  New  Eng- 
»  New  York,  New  Jersey  and  Pennsyl- 
ed  large  proportions,  and  was  estimated 
>f  400,000  persons.'^  The  farm  price  of 
(till  28  per  cent  below  the  price  of  1873, 
m  prices  of  the  other  cereals  were  from 
r  cent  below  the  level  of  that  year.  In 
578,  moreover,  the  United  States  received 
of  the  emigrants  who  left  Europe  by  way 
\  of  the  United  Kingdom;  and  in  1879 

miii:  C^mmtrfia/  History  anJ  Hfvitm  0/t9y^ 
Sales  or  Lanos  im  Miluons  or  Aam 
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and  1880  the  percentage  rose  successively  to  62  and 
77  —  that  is,  to  within  three  points  of  the  high  level 
reached  in  1871  and  1872,  before  the  years  of  depres- 
sion *    A  large  part  of  these  people  also  had  to  find 
homes  on  the  unoccupied  farming  lands  of  the  West. 
This  meant  that  the  produce  of  their  farms  must  be 
largely  exported  to  Europe,  if  they  were  to  find  any 
outlet  at  all ;  for  obviously  the  domestic  market  was 
wholly  inadequate. 

In  the  five  years  from  1867  to  1872  the  United  States 
had  exported  15.5  per  cent  of  the  wheat  which  it  h3.d 

Western  Farm       ^^^^  5  ^^^  ^  *^^  period  from  1873    tO 

Products  con-        1878  the  proportion  rose  to  24.6  p>eT 
quer  European      ceiAj  and  in  the  five  years  ending  witla 
^    ^  1 883  it  was  not  less  than  34.9  per  ceat .  i 

Acting  as  the  most  powerful  factor  in  the  accom- 
plishment of  this  great  increase  of  exports  of  wke^it 
was  a  decline  in  railway  rates.  Under  the  stress  of 
a  severe  financial  embarrassment  of  the  railwa)rs  ^ 
general, :|:  and  the  pressure  of  a  tremendous  compe*i- 

♦  Copy  of  Statistical  Tables  relating  to  Emigration  and  Immigrat^^'* 
from  and  into  the  United  Kingdom  in  the  Year  igoo,  and  /Report  io  ^^^ 
Board  of  Trade  thereon. 

t  The  Summary  of  Commerce  and  Finance  for  January^  f^oOf  W»     t^* 
ington :  Government  Printing  Office. 

X  Percentage  of  the  total  railway  mileage  of  the  United  States  io 
hands  of  receivers :  — 
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tion  between  the  railways  leading  from  the  fanning 
itj^ns  to  the  rival  primary  grain  markets,  and  from 
these  markets  to  the  rival  export  cities  on  the  Atlantic 
scaboanl,  trans()ortation  charges  fell  even  more  rap- 
idly than  the  farm  prices  of  agricultural  products.'^ 

Thus  was  solved  the  great  problem  of  enabling 
the  farmer  in  the  interior  of  America  to  earn  a  living 
I?  raising  produce  for  sale  in  a  most  distant  market. 

*  (  ii^frr  ffM  the  R^tei  cf  Charge  for  Raiheay  and  Oiker  Transparta" 
•^■Wni./i,  11.  T.  Ncwcomb  anil  E.  J.  Ward,  Jr. 
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The  huge  disbanded  armies,  the  hosts  of  immigrants, 
the  vast  bodies  of  men  in  the  Eastern  States  forced  by 
a  period  of  drastic  liquidation  and  readjustment  to 
procure  new  means  of  livelihood  —  all  were  absorbed 
without  serious  or  long-continued  impediment,  al- 
though at  times  the  difficulties  looked  insurmount- 
able. 

The  fact  of  leading  importance  in  the  rapid  expan- 
sion of  farming  in  the  United  States  during  the  period 
under  consideration  is  that  it  had  to  be  effected  by 
means  of  so-called  one-crop  farmmg,  for  export,  with 
falling  prices.  The  settlers  upon  fresh  lands  had 
pushed  westward  so  rapidly  that  they  would  have 
hjid  to  wait  many  years  for  the  development  of  3 
local  market,  through  the  growth  of  a  local  manufac- 
turing and  commercial  population.  But,  in  tbe 
absence  of  a  local  market,  diversified  farming  was 
impracticable.*  It  had  been  necessary,  therefore,  to 
have  recourse  to  one-crop  farming — to  the  raising  of 
wheat  in  the  West  and  Northwest,  the  growing  of 
com  in  the  Southwest  and  the  planting  of  cotton  in 
the  South. 

Again,  a  lai^e  part  of  these  crops  has  had  to  be 
exported,  for  our  frontier  has  expanded  out  of  pro- 
portion to  the  growth  of  the  manufacturing  popula- 
tion m  the  East.  Since  1880  the  country  as  a  whole 
has  exported  each  year  from  21  to  41  per  cent  of  the 
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vheat  which  it  has  raised,  the  average  being  32  per 
Cent.  In  these  same  years  the  leading  surplus  wheat- 
producing  States  of  Kansas,  Nebraska,  Minnesota 
ind  the  Dakotas  have  had  to  find  in  the  South,  upon 
the  Atlantic  seaboard  and  in  Europe  a  market  for 
not  less  than  85  per  cent  of  their  crop. 

In  Europe  there  has  been  naturally  a  large  and 
px^RJng  demand  for  American  wheat,  because  of  the 
rapkl  growth  of  imputation  consecjuent  ujKjn  far- 
f^'aching  improvements  in  the  industrial  arts  and  the 
propfssive  <levelopment  of  new  markets  in  all  |)arts 
of  the  world.  But,  in  onler  that  the  demand  in  Eu- 
'"'•Jh-  might  grow  rapidly  enough  to  keep  pace  with 
*^«.-  increase  of  our  western  wheat  raising  area,  it  has 
^•\n  niirss;ir\'  tn  force  that  demand.  This  has  \x*vn 
^^^vomplishnl  by  the  creation  of  new  uses  for  wheat, 
^T\i\  J,y  causing  lands  in  Euro|>e  to  go  out  of  culti- 
^iition  for  puqK)ses  of  wheat  raising.*  There  has 
•  *cen  a  considerable  substitution  of  wheat  for  potat(K'S, 

•  Snnt/i»j4  Jh/rj.t  /.*r  ehf  I'mttJ  Kingdom  :  — 

(illl\I     ItkllAlS 


,      *:  ■■    ?NB     r.x.i.ll  \^  III  41  ilMIlM^  rk.llM«\i.M     I*A«11BB 

\.  rr«  A  rvt  I  Ai  rr«  Ai  rr« 


\^{  rr  'h*-  r*  •  •h  /  •  ■  "I  '.I  "1.  »i  If  K't.  :».'.' :i*f,  iS***!.  *»if  Mffnl 
V  f.-j  »r  '  ^  f  r-  '-  :*.  '.••.!  'r*'  '  i  '!..r  "h  \'w  ::  .»ti  ^  m;-  ';'i  -n  ha>l 
r»  'i  r  !  thr  « jla'  •  t  fS'  I  j'ii<  I  in  1«  -^  '  tn  I  ni:i  i  K:n^*  !■  lit  tr--iii  !^lt'.<if7.- 
orcijLgiri  IB  I't74  t  .  l3^««i.i  ■■>.•■  kj  m  in«>4. 
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rye  and  barley  as  an  article  of  human  diet  and  an  in- 
crease of  its  use  for  the  feeding  of  animals.  What 
has  added  to  the  difficulty  of  the  task  of  obtaining  an 
increased  outlet  for  wheat  in  Europe  has  been  that, 
with  the  raising  of  the  standard  of  living  during  the 
last  half  century,  there  has  occurred  a  substitution  of 
meat  —  of  beef,  pork  and  mutton  imported  from 
the  United  States,  the  Argentine  Republic,  New  Zea- 
land and  Australia — for  wheat  in  the  richer  countries 
as  an  article  of  diet  *  Also,  with  most  of  the  coun- 
tries of  Europe  tariff  barriers  against  the  import  of 
wheat  have  been  raised  from  time  to  time.  The 
means  of  waging  the  fight  for  an  enlarged  European 
market  for  wheat  has  been  the  making  of  lower 
prices;  and  for  the  United  States  in  particular  this 
has  had  to  be  done  in  competition  with  Russia  and 
Argentina,  which  are  also  surplus  countries,  with 
new,  and  cheap  areas  coming  under  cultivation. 

The  fall  in  the  price  at  which  American  wheat 
has  been  laid  down  in  Europe  —  a  necessary  occur- 
rence, if  our  wheat-raising  frontier  was  to  expand 
with  any  great  rapidity  —  has  been  offset  for  the 
American  farmer  to  a  considerable  extent  by  reduc- 
tions in  the  cost  of  raising,  harvesting  and  market- 
ing. Mr.  Edward  Atkinson  has  estimated  at  66 
cents  the  saving  effected  from  1873  to  1887  in  the 
cost  of  growing  a  bushel  of  wheat  in  the  United 

*  Sir  Robert  GiBen :  the  real  agricultural  development  of  the  liit 
twenty  years  in  Appendix  to  (he  Final  Report  of  her  Majesi/s  CemmiS' 
siomrs  appointed  to  inquire  into  the  Subject  of  Agricultural  D^itsUm, 
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States,  carrying  it  1200  to  1500  miles  by  rail,  and  by 
Like  and  rail,  to  the  Atlantic  seaboard,  and  thence 
b}'  vessel  to  Liverpool.  Not  less  than  50  per  cent  of 
that  saving  Mr.  Atkinson  attributed  to  the  reduction 
made  in  the  charge  for  carr)'ing  the  wheat  to  the 
Atlantic,  25  per  cent  to  the  reduction  in  the  charges 
for  ucean  transportation  and  only  10  per  cent  to 
the  reduction  brought  about  in  the  cost  of  planting 
*nd  han-esling.* 

To  this  subject  of  the  fall  of  the  price  of  wheat  in 
the  Eurufiean  market,  and  the  means  and  extent  to 
Thtinjmstnai  ^'^ich  the  fall  has  been  offset  to  the 
i^if  jepfnjrnt  American  producer,  reference  will 
"  '**  ■'a'**'*^'-      again  Ik*  made  in  the  following  chapter. 

For  the  present  it  is  desirable  toempha- 

5^-ean  im|x)rtant  collateral  elTi-ct  of  these  economies. 

•^'»twithslanding  the  nc-cessarj*  fall  of  price  in  EurojK', 

^•^*v  American  price  has  Ixrn  sulVicienlly  sustaine<l  to 

^^bk*  the  West  not  only  to  Ix'  rapi<IIy  settli*<l.  but 

^'^  be  st-lllttl  by  a  well  to  do  jMipulation.     This  pros- 

F"^'*-'jus  achlilion  to  the  non  manufacturing  jnirtion  of 

^^r  j¥»pulation.  s|)rfad  ovi-r  a  vast  area  of  common 

'^ti.malily.  has  given  the  .Xmerican  miner  ancl  man- 

'^'^cturer  thr  largist   and   mo<t   rapidly  expanding 

.^^x-  ira<le  market  in  the  world,  and  has  lui-n  a  factor 

^    the  industrial  clfvelopmt-nt  of  the  I'nitrd  States 

^    lis>  >:«mi!aani  than  thr  rirhnr>s  of  our  mini-ral 
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resources.     It  has  been  an  extraordinary  aid  to  ou 
development   as   a   manufacturing   nation   that  w 
have  been  able  to  draw  from  Europe  millions 
people  who  have  given  us  here  on  our  own  soil,  an 
additional  to  the  increase  of  our  own  population, 
market  for  the  products  of  our  mines  and  factorit 
Had  we  been  obliged  to  take  the  first  steps  tow 


becoming  a  great  nation  of  manufacturers  by  findii 
through  export  a  market  for  a  large  part  of  our  man" 
factured  products  among  these  peoples  in  their  o^ 
countries,    surrounded    by   high    customs    barrii 
and  other  impediments,  we  should  have  experienc 
much  greater  difficulties  in  attaining  our  present  po: 
tion.    The  first  steps  having  been  made  in  our 
panding,  unrestricted  and  familiar  home  market, 
now  go  forward  to  leadership  in  the  export  of  mant 
factures  to  the  world's  market  as  well. 

The  efficient  working  together  of  the  various  fsL 
tors  of  this  phase  of  our  economic  history  is  not  to 
taken  for  granted.  Had  it  not  been  for  the  rig^fct 
adjustment  of  transportation  charges,  the  coundrr^ry 
might  have  been  held  in  the  iron  grip  of  stagnatioi 
It  was  not  enough  that  we  had  great  natural  n 
sources,  and  that  the  invention  of  the  railway  inbxc^^^^^^ 
duced  a  new  factor.  Europe  as  a  whole  has  botlx^^^* 
If  we  had  depended  on  these  things,  it  is  perfectly  po^^^" 
sible  that  the  prairies  would  still  wave  with  grass  lo^^^ 
the  food  of  buffaloes,  instead  of  with  fields  of  grain  fo^^^^ 
the  consumption  of  millions  of  human  beings.     ^  ^^*^ 
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^>pst,  Init  for  the  work  accomplished  by  the  agencies  of 

^ransiKirtation,  we  might  now  have  a  sparse  population 

^^read  over  our  western  countr}',  vegetating  on  the 

^^il,  consuming  its  produce  on  the  s|x)t  in  a  state  of 

'uilc  cuhure .♦    The  rapid  development  of  the  re- 

^>urces  of  our  West,  merely  Ixtrause  we  had  them, 

"v   a  cultivated,  ambitious,  prosperous  people,  able 

^*  >  Ijuy  the  manufactures  of  the  East,  is,  indeed,  not 

'•^    Ix'  taken  for  grantetl.    This  rapid  development 

^^tl  readjustment  of  the  lives  of  many  human  beings 

'^^Tcssarilv  involved  what  the  late  David  A.  Wells 

^^Hed  the  growing  pains  of  progress.    Those  who 

^^'}{  these  pains  would  have  tried  —  in  fact,  they  did 

^**^-       to  bring  alxmt  governmental  interference  cal- 

^\ibtf<l  to  cause*  siTious  imjKMliment.     Judging  from 

«\iinn>ean  exjKTience,  their  efforts  might  have  Ijecn 

'^•j(ri>sful.  if  the  oj)|K)rtunity  had  Ixrn  at  hand  — 

if  the  making  of  railway  rates  had  been  in  national 

tii>litics. 

*  .\«.ci>r<!inK  U*  PrtifcMDr  (■.  S.  Calleiiilrr.  o  earlr  ai  I  Si  6  there  were 
«'- u!  .-^■v>«>  of  |>r<<|>lr  wc«t  of  thr  Allr^hanv  Mi>untiin«  ;  l>ut  the 
4<  m«nmtal  tnwm  «rrr  rarely  of  nmrc  than  a  few  hunilrnl  inhaliitantfl« 
ftn -.  ihr  vum  i«<ial  i*f  Ihr  r\|i«irti  tu  the  external  wurl«l  aniuunted  to 
■|4  *<aMf  Irta  than  $^  /er  lU/i/j. 


CHAPTER  II 

THE   PROTESTS   AGAINST   THE   GROWING   PAINS   OF 

PROGRESS 

The  competition  of  the  surplus  grain-producing 
States  of  the  West  has  progressively  revolutionized 
the  agricultural  practice  of  the  East.  One-crop 
farming  in  the  East  gave  way  to  farming  by  rotation 
of  crops;  and,  wherever  possible,  truck  farming, 
fruit  raising  and  dairying  were  substituted  for  the 
raising  of  grain.  Scarcely  had  the  farmers  of  the 
Eastern  States,  such  as  New  York,  made  the  transition 
to  dairy  farming  when  they  had  to  adjust  themselves 
to  a  new  and  lower  level  of  prices.  Such  Middle 
Western  States  as  Iowa,  Illinois  and  Wisconsin, 
pressed  by  the  competition  of  Kansas  and  Nebraska, 
and  aided  by  the  development  of  a  local  market, 
turned  from  wheat  farming  to  dairy  farming.  At 
the  same  time  the  railways  brought  about  a  revolu- 
tion in  transportation  by  introducing  ventilated 
refrigerator  cars,  which  enabled  them  to  carry  the 
surplus  butter  and  other  dairy  products  of  Iowa  and 

Illinois  into  the  very  market  of  the  New  York  dairy 

216 
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fanner.    The  eastern  farmers  who  had  sought  relief 

from  the  falling  price  of  grain  in  truck  fanning  and 

fruit  raising  fanxl  little  better  than  those  who  had 

turned  to  dairying.    The  railroads  leading  to  the 

-N»'orih,   from   Georgia,    Florida    and    other    South 

Atlantic  States,  soon  brought  north  garden  truck  and 

f^ruiis  in  such  quantity  as  to  establish  an  entirely  new 

*'-"  Vfl  of  prices  for  vegetables  and  fruits.*    It  was  this 

^<*niinucd  increase  in  competition,  coming  from  the 

^*>»ilinued  opening  up  of  new  sources  of  supply, 

^H^t  produced  the  remarkable  decline  in  the  value  of 

''^rm  lands  in  certain  sections  of  the  country  in  the 

{HjtkkI  fn>m   1875  to  1900.     In  spite  of  the  doub- 

*  •  tij;  of  |>opulation,  farming  land  in  the  Kastem  States 

^»ni  Middle  States,  excej)ting  that  in  the  vicinity  of 

^  ilirs  and  large  villages,  has  depreciated  in  many 

^  as^s  from  25  to  50  per  cent.     Land  remote  from 

^^dilways,  or  adapte<l  only  for  grazing,  or  exhausted 

^>y  unwise  farming,  has  Ixtronie  difVicuIl  of  sale  at  any 

I'rice  in  the  territory  east  of  the  Mississippi  and  north 

^»f  the  Ohio  and  the  Potomac.     The  total  value  of 

the  farm  lands,  with  buildings  and  improvements, 

in  the  States  of  New  York,  Pennsylvania  and  Ohio, 

fill  from  $3,159,000,000  in   iSSo  to  $2,823,000,000 

in    1900.      West   of  the   Mississippi,   on   the  other 

*  T.   II.   KUiott :  MfmoramJmm  cm  Aj^i^mltu^e  m  tkt  I'nUeJ  Siaiet : 

n    Vinutrt   an'l    K%iiirni;c  «f    Ike  A',  u/  (*  ■I'vuii.'n    «iff    .\^ri»u»ture : 

M  .!    n  Whstnrv  in   />/*.•>/  •■'  the  In.iu  :*\.i»    «  .  •»!«;.•    i   n  *h   AfCt'UllMri 

'imJ    tfruuJtM*  u  /.lA,  *  .    Aft^rt  't  ike  In.iu  t*  i,t.  *  .■■■•-iij  j   n  »«  ttf  />IJ- 

f'lf-mli^m  **  f'jrm  /*».'•;«#./:      an-l  Mr    (  onri  w  in    / '.iM.'Ji/fi m  .Imfruam 
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hand,  farming   land  has  had  a  remarkable  rise  iim_ 
value.* 

Of  course  these  disturbances  of  property  values^ 
which  were  necessary  incidents  in  the  development: 
Eastern  Farmers  of  this  country,  called  forth  stotm^ 
demand  the  Dis-    ^f  protest  from  the  persons  adverselj^ 

tance  Tariff  on  r  r  ^ 

Western  Farm      aflFected.     The  farmers  of  New  York^ 
Produce  Pennsylvania   and  Ohio   bombarded 

Congress  with  petitions  that  the  rates  on  grain  be 
fixed  on  the  distance  basis :  the  rate  from  the  farm 
in  Kansas,  say  1200  miles  from  the  seaboard,  was 
to  be  three  times  the  rate  from  the  farm  in  Ohio, 
say  400  miles  from  the  seaboard.  Any  other  adjust- 
ment of  rates,  it  was  contended,  '' annihilated  the 
advantage  of  proximity  to  market"  enjoyed  by  the 
eastern  farmers  before  the  railways  had  opened  up 
to  settlement  the  territory  west  of  the  Mississippi 
River.  The  late  Simon  Sterne  championed  this  doc- 
trine with  the  words,  "The  right  of  a  man  20  miles 
from  a  market  to  bring  his  product  to  market  over 
a  highway  (i.e.  the  railway),  over  a  public  road,  at 
a  less  rate  of  toll  than  he  who  is  30  miles  away,  is 
one  of  those  normal,  common-sense  views  which  no 
amount  of  argumentation  will  beat  out  of  the  heads 
of  our  farmers  and  of  our  plain  men  of  sense."  f 

*  Abstract  of  the  Eleventh  Census  of  the  United  States;  A.  H.  Peten: 
The  Depreciation  of"  Farming  Land  in  Quarterly  /ournat  of  Economics^ 
October,  1S89;  C  F.  Emerick:  An  Analysis  of  Agricultural  DisconUni 
in  the  United  States  in  Political  Science  Quarter ly,  September,  1 896;  mnd 
Report  of  the  Industrial  Commission  on  Agriculture  and  AgrieuUmrat 
Labor, 

t  The  Hepburn  Committee  Report^  p.  3928. 
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A  similar  disturbance  of  property  values  and  estab- 
lished interests  occurred  at  the  same  time  in  conse- 
quence of  changes  in  the  trade  routes  and  distributing 
centres  of  the  United  States.    When  the  movement 
"f  grain  from  west  to  east,  in  place  of  from  west  to 
South,  first  became  imix>rtant,  the  Erie  Canal  domi- 
nated the  situation  and  directed  the  bulk  of   this 
^ratTic  to  New  York  City,  which  had  already,  at  the 
^^^pense  of  Philadelphia  and  Baltimore,  acquired  the 
'ion's  share  of   the   trade  with   the  West   in  gen- 
^nU  merchandise.    As  late  as   1866-68  practically 
'he  whole  of  the  grain  arriving  at  New  York  came 
">'   water*     But  the  economics  on  the  canal  stood 
^^ill  while  those  on  the  railways  forged  ahead:    by 
*  ^  72  the  amount  using  the  canal  was  only  70  jxt  cent, 
^nd  by  1876  it  had  fallen  to  57  jkt  ccnt.f    This 
^'^nsfer  from  water  to  rail  put  a  new  face  on  the  con- 
tritions of  competition  between  the  old  rivals.     Phila- 
*Wl|)hia  and  Baltimore,  under  the  leadership  of  the 
*^lJc  men  who  built  the  Pennsvlvania  and  the  Balti- 
Hiore  and  Ohio  railroads,  now  made  heroic  efforts  to 
^•arh  Chicago  by  rail,  for  the  puriK)se  of  getting  a 
^hare  of  the  new  commerce.     In  1870  the  Pennsyl- 
vanb  Railroad  reached  Chicago,  through  the  acqui- 
sition of  the  Pittsburg,   Fort  Wayne  and  Chicago 
Railroad.     The  Baltimore  and  Ohio  for  a  few  vears 

*  In  iKq.  77  pcf  cent  uf  the  I^ke  f^iin  receipt«  at  Ituflalu  were  for- 
m^xir  \  \*y  the  lariAl. 

*  I ke  ,Vrtr   Y**k  (juals,  by  J.  A.  Fairlic,  ^}ti*ir/fn'y  J^mrmil  cf  A»#- 
■/«!.;  f  'ff  1-cbniAry,  1901X 
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depended  on  Lake  Erie  and  Lake  Michigan  for  an 
outlet  to  Chicago ;  but  in  1874  it  completed  the  Balti- 
more, Pittsburg  and  Chicago  Railway. 

As  soon  as  the  Pennsylvania  and  the  Baltimore 
and  Ohio  could  make  rates  that  enabled  them  to  com- 
pete with  the  Erie  Canal  and  the  New  York  Central 
Railroad,  Philadelphia  and  Baltimore,  as  well  as  New 
York,  became  middle  points  of  transshipment  on  total 
transportation  routes  between  the  interior  of  the 
country  and  Europe.  By  a  series  of  rate  wars 
with  the  New  York  Central,  the  Pennsylvania  and 
the  Baltimore  and  Ohio  compelled  that  road  to  as- 
sent to  the  proposition  that  the  same  total  charge 
should  be  made  on  each  of  these  three  routes.  But 
the  ocean  freights  between  Philadelphia  and  Europe 
and  between  Baltimore  and  Europe  were  necessaiily 
higher  than  the  ocean  freights  between  New  York 
and  Europe,  since  New  York  had  such  a  command- 
ing lead  as  a  place  of  import.  Therefore  the  rail- 
way charges  between  Philadelphia  and  the  interior, 
and  between  Baltimore  and  the  interior,  had  to  be 
(and  still  must  be)  lower  than  the  railway  charges 
between  New  York  and  the  interior.  In  other  words, 
the  Pennsylvania  and  the  Baltimore  and  Ohio  had  to 
be  given  a  "diflFerential"  on  the  rail  portion  of  the 
total  transportation  route  to  Europe.  In  that  way 
alone  could  they  be  compensated  for  the  handicap 
of  higher  ocean  freight  charges.  So  far  as  total 
transportation   charges   were   concerned,   all   three 
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cities  must  be  put  on  a  footing  of  equality ;  and  the 
competition  of  the  merchants  of  the  respective  cities, 
and  the  competition  in  facilities  of  the  railways 
serving  them,  must  then  determine  the  distribution 
among  these  cities  of  the  trade  with  Europe  in 
dispute.* 

But  this  arrangement  does  not  suit  New  York ;  and 
when  it  first  went  into  eflFect,  something  much  like  a 
New  York  City  panic  seized  that  city  which  must  ever 
protests  against     ^e  the  metropolis.     It   was   thought 

^deiphillndBai-  that,  if  the  ''foreign"  raUways  should 
timore  continue  to  divert  grain  traffic  from  the 

old  routes,  the  commercial  supremacy  of  New  York 
would  be  seriously  threatened  by  the  expansion  of 
the  export  and  import  trade  at  Philadelphia  and 
Baltimore.  The  merchants  of  New  York,  acting 
under  the  leadership  of  the  Anti- Monopoly  League 
and  the  Chamber  of  Commerce,  joined  hands  with 
the  newspaper  press  of  the  city  in  a  fierce  and 
long-continued  onslaught  upon  the  New  York  Cen- 
tral and  Hudson  River  Railroad,  for  the  purpose  of 
forcing  that  corporation  to  make  such  rates  on 
traffic  to  and  from  the  West  as  to  neutralize  the 
efforts  of  the  Pennsylvania  and  the  Baltimore  and 
Ohio. 

In  April,  1878,  Mr.  W.  H.  Vanderbilt,  President 
of  the  New  York  Central  Railroad,  wrote  to  Mr. 

♦  A  Fink :  Report  upon  the  Adjustment  of  Railroad  Transportation 
Rates  to  the  Seaboard;  Report  of  Thurman,  fVasAdurne  and  Cooiey,  Ad* 
visory  Committee  on  Differential  Rates  betiveen  the  West  and  the  Seaboard, 


222  RAILWAY  RATES 

Wilson,  Secretary  of  the  Chamber  of  Commerce  of 
New  York  City,  as  follows:  — 

"  To  require  the  New  York  railroads  to  carry  freight  to  and  from 
the  West  at  rates  which  would  disregard  the  excess  of  cost  of  trans- 
portation from  Philadelphia  and  Baltimore  to  and  from  foreign  ports 
would  give  to  New  York  merchants  such  advantages  as  would  destroy 
the  commerce  of  those  cities.  Their  roads  would  not  submit  to  this, 
nor  would  the  cities  permit  them  to,  until  they  had  been  exhausted 
in  the  struggle  to  maintain  a  fair  equilibrium.  The  New  York  roads 
have  put  this  city  on  an  equality  with  the  most  favored  rival  ...  the 
rest  remains  with  its  merchants.  So  long  as  their  opportunities  are 
as  ^vorable  as  those  of  any  other  port,  they  can  compete  success- 
fully with  all  comers."  * 

Mr.  Simon  Sterne,  who  for  more  than  20  years  as- 
pired to  make  public  opinion  on  railway  matters, 
replied  to  Mr.  Vanderbilt :  — 

"The  contention  that  an  arrangement  which  places  New  York  on 
an  equality  with  other  cities  is  not  discriminative  against  New  York, 
because  New  York,  as  Mr.  Vanderbilt  thinks,  has  no  right  to  superi- 
ority, must  be  conceded  to  be  pure  and  simple  nonsense.  To  level, 
by  artificial  regulations,  a  corporation,  person  or  city,  having  certain 
natural  or  acquired  advantages,  down  to  the  place  of  its  rivals,  is  to 
discriminate  most  injuriously  against  the  one  having  the  advantages.^* 

In  reply  to  another  argument  Mr.  Sterne  observed:— 

"  The  mere  reduction  of  transportation  charges  is  not  necessarily 
a  benefit  to  a  trading  community  if  its  rivals  get  the  same  or  a 
greater  reduction.  The  consumer,  of  course,  is  benefited ;  but  New 
York  thrives  upon  its  commerce,  and  not  by  what  it  consumes ;  and 
hence  we  must  look  at  its  interests  as  a  trader  and  dealer  when  we 
come  to  calculate  profits.'' 

•  Simon  Sterne :  The  Railway  in  its  Relation  to  Public  and  Private 
Interests,  an  address  given  in  New  York,  April  19,  1878.  Compare  also: 
The  Hepburn  Committee  Report,  p.  3932.  Mr.  Simon  Sterne :  "...  By 
what  right  do  our  railways  conspire  to  wipe  out  and  destroy  the  natural 
advantages  of  our  ^reat  city  and  place  us  upon  a  level  with  Boston,  Balti* 
more  and  Pi.ilaclclphia  ?" 
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Shortly  before  Mr.  Steme  made  these  observations, 
the  Committee  on  Raihroad  Transportation  of  the 
Chamber  of  Commerce  of  New  York  State  reported 
that  "bad  city  government,  enormous  taxation,  mis- 
erably paved  and  dirty  streets,  insufficient  and  expen- 
sive terminal  facilities  and,  more  recently,  oppressive 
railroad  discrimination  had  made  New  York  the 
most  expensive  city  in  the  world  in  which  to  do  busi- 
ness."* In  the  following  year,  the  Chamber  of  Com- 
merce of  the  city  of  New  York,  in  a  memorial  to  the 
State  Legislature,  said :  — 

"If  the  doctrine  enunciated  by  Mr.  Vanderbilt ...  is  to  be  ac- 
cepted, .  .  .  and  the  natural  advantages  of  New  York  must  be  abro- 
gated at  the  dictation  of  the  Baltimore  and  Ohio  and  the  Pennsylvania 
railroads,  in  order  to  prevent  a  railroad  war,  then  our  merchants 
must  look  forward  to  establbhing  branch  houses  in  other  seaboard 
cities,  our  owners  of  real  estate  to  accepting  a  further  reduction  upon 
their  already  greatly  reduced  rentals  for  property,  our  municipal 
authorities  to  a  reduction  in  taxpa3dng  power,  which  not  only  will 
compel  a  wholesale  reduction  in  the  expenses  of  government,  but 
also  impair  our  ability  to  pay  interest  upon  our  municipal  securities, 
in  which,  through  the  savings  banks,  the  savings  of  the  people  are 
largely  invested." 

The  Nation^  our  greatest  champion  of  laissez-faire , 
supported  Mr.  Steme  and  the  Chamber  of  Commerce 
with  the  statement :  — 

"  That  Mr.  Vanderbilt's  letter  does  not  at  once  create  a  com- 
bination of  the  larger  real  estate  owners,  the  value  of  whose  prop- 
erty is  dependent  upon  the  natural  advantages  of  New  York,  as  it 
already  has  of  the  merchants,  arises  simply  from  the  fact  that  their 

♦  Report  of  the  Committee  on  Railroad  Transportation  of  the  Chamber 
of  Commerce  of  the  State  of  New  York  as  to  Freight  Discriminations^  and 
eke  Effect  upon  the  Commerce  of  the  City^  February  28,  1878. 
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interests  are  not  so  directly  and  immediately  affected  as  the  mefontile 
interest  Were,  however,  the  full  meaning  and  scope  of  this  letter 
understood  by  the  owners  of  the  soil  of  New  York,  they  would  be 
as  prompt  as  the  merchants  to  institute  an  inquiry  as  to  the  nature 
of  the  causes  which,  either  naturally  or  artificially,  will  depriie 
them  of  the  main  value  of  their  property,  by  placing  the  owners  of 
the  property  in  Baltimore  and  Philadelphia  in  competition  widi 
themselves." 

The  fight  against  the  "differentials"  was  continued 
for  years,  and  in  1882  The  Commercial  and  Finaih 
cial  Chronicle*  wrote  in  the  following  threatening 
fashion :  — 

''  No  matter  what  agreement  is  reached  by  the  roads,  the  difb- 
entials  must  go.  If  needs  be  a  power  higher  than  the  roads  will  force 
them  out.  Our  business  men  are  not  tainted  with  communistic  ideas, 
but  they  have  of  late  years  been  lending  their  aid  to  schemes  and 
measures  that  savour  strongly  of  communism,  being  thrown  into  tint 
attitude  through  the  disregard  of  their  rights  and  interests  bf 
corporations.^^ 

Upon  the  solicitation  of  the  interior  cities,  Congress 
in  1870  passed  a  bill  authorizing  the  transportation 
JSTnv  York  City     of  imported  goods  in  bond  from  the 

fhe^SeTiT  ^t^^^^^^  P^^*s  *^  Chicago,  St.  Louis, 
terior  Jobbing  Cincinnati,  Memphis  and  other  cities 
Centres  in    the    interior.      These   cities  had 

begun  their  commercial  careers  as  market  places 
of  minor  importance  for  the  collection  of  agri- 
cultural produce  and  as  distributing  points  for 
the  eastern  manufactures  and  imports  used  by 
the  farming  population.  At  first  the  distributing 
merchants  had   made   their   purchases  of   the  so- 

*  January  28,  1882. 
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called  jobbers  located  in  New  York  and  in  other 
seaboard  cities.  These  jobbers  are  a  class  of 
merchants  peculiar  to  the  United  States,  owing 
their  origin  to  the  need  of  some  agency  to  col- 
lect several  lines  of  goods  for  the  convenience  of 
those  small  wholesale  and  retail  merchants  whose 
business  does  not  warrant  them  in  buying  directly 
from  the  manufacturer  or  importer  whole  packages, 
bales  or  boxes  of  any  article ;  and  with  time  the  job- 
bing business  in  New  York  City  had  grown  to  be 
enormous.  But,  as  the  interior  cities  increased  in 
population  and  wealth,  their  merchants  began  to 
buy  in  large  lots,  and  directly  from  the  manufacturer 
and  the  importer.  At  the  same  time,  jobbers  estab- 
lished themselves  in  some  of  the  interior  cities,  and 
captured  a  large  part  of  the  trade  that  had  formerly 
gone  to  the  larger  Atlantic  coast  cities.  These  job- 
bers bought  by  the  car-load  lot  in  New  York,  and 
distributed  from  the  larger  cities  to  the  smaller  ones. 
They  were  able  to  get  lower  rates  to  the  interior  than 
were  the  New  York  jobbers,  who  shipped  to  the 
smaller  interior  cities  in  less  than  car-load  lots. 

This  shifting  of  a  part  of  the  jobbing  trade  from 
the  coast  to  the  interior  was  the  inevitable  result  of 
the  growth  of  population  and  wealth  in  the  interior. 
But  the  merchants  of  New  York  did  not  take  this 
view  of  it ;  they  fastened  their  attention  upon  a  mere 
incident  of  the  change,  and  attributed  the  decline  in 
New  York's  jobbing  trade  to  the  discrimination  in 

Q 
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rates  in  favor  of  car-load  lots,  as  against  less  than 
car-load  lots  *  In  1879  the  Committee  on  Railroad 
Transportation  of  the  Chamber  of  Commerce,  in  a 
memorial  to  the  State  Legislature,  said :  — 

^  Your  Committee  believe  that  New  York  has  a  prior  dsum  to  ^ 
(jobbing)  trade,  as  it  first  settled  and  naturally  belongs  here.  The 
ndlroads  have  no  right  to  break  up  the  jobbing  trade  of  this  dty  and 
transfer  it  to  the  interior  of  our  own  or  other  states,  nor  do  we  think 
they  have  the  right  to  so  discriminate  between  large  and  smaU  ship- 
pers as  to  prevent  the  latter  choosing  in  what  market  they  wiU  make 
their  purchases.''  f 

The  farmers  of  the  State  in  general,  the  millers  of 
Rochester,  the  grain,  flour  and  coal  merchants  of 

♦  Report  of  the  Special  Committee  on  Railroads^  appointed  under  ' 
Resolution  of  the  Assembly ^  February  28,  i8yg^  to  ini*estigaie  Alleged  Ahmses 
in  the  Management  of  Railroads  chartered  by  the  State  of  Sew  York  (qom* 
monly  known  as  the  Hepburn  Committee  Report)  ;  joint  letter  of  MesBS. 
Vanderbilt  and  Jewett  to  the  Hon.  A.  B.  Hepburn,  Chairman  Spedal 
Committee  on  Railroads.  Compare  also :  Argument  by  C.  Af,  Deftxe  A^ 
fore  the  Assembly  Railroad  Committee  against  the  Railroad  Commissi** 
Bills  and  the  Anti-Freigh/  Discrimination  Bills,  March  9,  1882. 

t  The  Hepburn  Committee  Report,  The  meaning  of  this  last  phrase 
is  that  the  discrimination  in  favor  of  the  jobbers  in  the  interior  and  agtinst 
the  jobbers  in  New  York  would  enable  the  former  to  make  such  terms  iS 
practically  to  compel  the  small  dealer  in  the  interior  to  purchase  from  them* 

Compare  also  :  Argument  by  C.  M.  Depeio  before  the  Assembly  RailroU 
Committee  against  the  Railroad  Committee* s  Bill  and  the  Anti-Frei^  Dii' 
crimination  BillSj  March  9,  1882.  "  In  1874  Mr.  Thurber  said  to  mewl*' 
stantially  this  :  *  Depew,  for  years  and  years  delegations  came  here  fr«n 
the  central  and  western  parts  of  the  State  demanding  pro  rata  (distance 
tariff)  freight  bills  and  all  sorts  of  restrictive  legislation  upon  rulroadfc 
You  satisfied  them  by  giving  special  rates  to  localities  and  to  manufiic- 
turers  in  localities,  by  which  the  wholesale  business  of  the  city  of  Ne* 
York  has  been  transferred  to  Albany,  to  Troy,  to  Buffalo,  to  SyracniCfto 
Rochester,  to  Utica,  etc. ;  and  we  give  you  fair  notice,  here  and  vf0t 
that  having  done  that  to  satisfy  the  State  of  New  York  outside  the  city  01 
New  York  and  succeeded,  and  having  thus  driven  us  out  of  that  bofine* 
and  transferred  it  to  the  interior,  that  we  will  prove  ourselves  so  oich 
more  dangerous  to  you  than  they  ever  dared  to  be,  that  you  will  be  gla^ 
to  give  us  back  that  trade,  and  make  your  alliance  with  us.***  Mt* 
Thurber  and  Mr.  Sterne  organized  the  Anti- Monopoly  league,  the  objed 
of  which  was  to  give  New  York  City  the  monopoly  of  the  export,  impo** 
and  jobbing  business  of  the  United  States. 
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Bjfialo,  the  lumlxT  dealtTs  of  Allxiny,  the  commis- 
sion mtTihants  as  well  as  joblx*rs of  New  York  City 

v«  )..r^  siuit     •*"•'  **"  olIuT  classes  of  jx^rsons  whose 
^*:n.t.:r.e  jK-cuniarv  interests  sufleretl  in  conse- 

.xUK,i  r^fif     (juence  of  the  great   changes  which 

were  a  necess:\n'  mcident  of  the  clevel- 
opmrnt  of  our  country  from  an  aggregation  of  States 
Urcily  S4*jiarate  in  economic  activity  and  interest  into 
1  national  industrial  community,  were  finally  organ- 
i/t'tl  I'V  ihr  Nrw  York  Chaml)er  of  Commerce 
an<l  thr  Ami  MonojMily  League.  Thus  organizwl, 
ihty  strureii  the  apjMiinlment,  by  the  Legislative 
AsMH^My  of  Ni'W  York,  of  the  ''Spirial  Committee 
'^  Railroads  to  invesligalf  Allegni  Ahusi'S  in  the 
Mar.aLTrmrnl  of  Railroads  charternl  hv  the  State 
'»f  \rw  York."  commonly  known  as  the  '*  Hepburn 
('<'r;miiirr.'*  Hrfon*  ihis  c<»mmiltee  the  sjK)kesmen 
^  ihr  farmers  ap]>carrd  to  demaml  that  western 
*ht.i!  arul  wi>lirn  calllr  should  no  longer  Ik'  haule<l 
tf>  ihi-  Allanlii  sialKKird  so  ihraply  as  to  injure  the 
viMiil  ri^dil^  of  thr  Nt'w  \'ork  farmrrs,  by  di-priving 
thirn  nf  ihr  natural  a«lvantagr  which  they  had  enjoyed 
in  thr  p:i*.t  by  virtui'  of  proximity  to  thr  market. 
Th-  lumUr  tlralir<  of  AlUiny  statrtl  that  they 
Irnuiihi  thrir  luniUr  from  tin-  Wt-^l  bv  wav  of  the 
'*«rr,ii  Lakr<  and  tin-  Krii*  Canal.  an<l  di<tribute<l  it 
ff'iTn  AlUiny  by  rail.  Hrfort'  the  a«lvrnt  of  the  rail- 
*a\*.  A!!.anv  Im'I  ^-.ii'i'Iiid  Nrw  Lmrland  ami  the 
*Mc    Atlantic    cua^l    with    western    lumUr.     lUit 
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this  trade  had  been  transferred  to  western  points, 
because  the  railways  carried  lumber  from  the  West 
to  New  England  and  the  Atlantic  seaboard  at  rates 
little  in  excess  of  the  rates  from  Albany  to  New  Eng- 
land.    The  people  of  Albany  demanded   that  the 
rates  on  lumber  from  the  West  to  New  England  and 
from  Albany  to  New  England  should  be  based  on  the 
respective  lengths  of  haul  by  rail.     In  other  words, 
they  insisted  that  Albany  must  not  be  deprived  of  a 
trade  that  had  depended  on  waterways.     The  Board 
of  Trade  of  Buffalo  asked  that  the  rates  on  lumber, 
pork,  grain  and  flour  from  western  points  to  points 
in  New  England  and  on  the  seaboard  should  be  no 
lower  than  the  sum  of  the  rates  from  western  points 
to  Buffalo,  and  thence  to  points  in  New  England 
and  on  the  coast.     They  joined  the  millers  of  Roches- 
ter in  protesting  that  the  movement  of  the  pork-pack- 
ing   and    flour-milling    industries    to    Indianapolis, 
Chicago,  Milwaukee  and  Minneapolis  was  not  en- 
tirely due  to  the  movement  westward  of  the  com  belt 
and  the  wheat  belt.     They  insisted  that  under  a 
proper  adjustment  of  rates,  on  the  basis  of  relative 
lengths  of  haul,  —  that  is,  a  distance  tariff, —  Buffalo 
and  Rochester  would  hold  their  own  as  pork-packing 
and  flour-milling  centres.     The  Buffalo  Board  of 
Trade  also  objected  to  the  railways  carrying  grain 
and  flour  from  western  points  to  points  in  New  York 
State,  such  as  Binghamton  and  Medina,  at  the  same 
rate  at  which  they  carried  grain  and  flour  to  Buffalo, 
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on  the  ground  that  the  practice  eliminated  the  middle- 
man at  Buffalo,  who  had  been  needed  when  the  grain 
and  flour  coming  from  the  West  by  rail  had  stopped 
at  Buffalo  to  be  transshipped  from  one  railway  to 
the  other.  Similarly,  the  Buffalo  coal  dealers  felt 
aggrieved  because  the  railways  had  made  the  rate  on 
coal  from  Syracuse  to  Chicago  as  low  as  the  rate  from 
Buffalo  to  Chicago,  and  had  put  an  end  to  the  old 
established  course  of  trade,  under  which  coal  on  its 
way  to  Chicago  was  made  to  pay  storage  charges 
and  commissions  at  Buffalo.  All  of  these  different 
interests  insisted  that  it  was  the  duty  of  the  railways 
as  common  carriers  so  to  adjust  their  rates  as  to  keep 
alive  an  established  trade  or  industry  at  a  particular 
place  under  all  circumstances  and  for  all  time.  Like 
the  Chambers  of  Commerce  of  New  York  State  and 
New  York  City  and  the  Anti-Monopoly  League, 
with  their  spokesmen,  Mr.  F.  B.  Thurber  and  Mr. 
Simon  Sterne,  "they  persistently  refused  to  face  the 
fact  that  the  business  of  the  people  of  the  United 
States  had  outgrown  the  boundaries  of  the  separate 
states ;  that  the  people  of  the  United  States  had  be- 
come one  in  their  business  enterprises,  and  a  unit  in 
their  business  activities."  *  On  the  contrary,  they 
strove  to  return  to  the  days  before  the  Civil  War, 
when  the  legislature  of  New  York  ordered  that  the 
Erie  Railroad  begin  at  a  point  25  miles  from  New 
York  City,  in  order  that  New  Jersey  might  derive 

*  Hepburn  Committee  Report:  argument  of  Mr.  C  M.  Depew. 
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no  benefit  from  the  road,  and  when  the  State  of 
Pennsylvania  refused  to  allow  the  Baltimore  and 
Ohio  to  build  to  Pittsburg,  holding  that  the  trade  of 
Pittsburg  should  go  to  Philadelphia  and  not  to  Balti- 
more. 

The  Hepburn  Committee,  on  the  whole,  indorsed 
the  jealous  and  narrow  spirit  of  local  interest  mani- 
fested by  the  complainants  who  appeared  before  it, 
but  its  common  sense  saved  it  from  taking  the  ex- 
treme attitude  of  the  people  of  New  York  City.  It 
realized  that  nothing  of  advantage  could  be  done,  for 
the  simpk  reason  that  the  Pennsylvania  Raibaad 
and  the  Baltimore  and  Ohio  were  not  subject  to  the  ' 
jurisdiction  of  the  State  of  New  York.  It  saw  that, 
if  the  State  should  hamper  the  New  York  Central 
Railroad,  over  which  it  did  have  control,  for  the 
purpose  of  preserving  the  vested  interests  of  its  citi- 
zens, the  Pennsylvania  and  the  Baltimore  and  Ohio 
would  transfer  to  Philadelphia  and  to  Baltimore  the 
trade  with  the  interior  of  the  country. 

In  the  decade  from  1850  to  i860,  when  the  strug- 
gling people  of  the  West  were  beginning  to  reap  the 
bene6t  of  the  competition  between  the  railways  z.nd 
the  Erie  Canal,  two  governors  of  New  York  and  & 
number  of  committees  of  ways  and  means  of  the  Leg- 
islature proposed  to  protect  the  canal,  by  imposing 
upon  all  freight  carried  by  rail  a  toll  equivalent  to 
that  collected  from  the  traffic  on  the  canal.    They 
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argued  that,  if  the  railways  were  allowed  to  destroy 
the  earning  power  of  the  canal,  it  would  be  necessary 
to  impose  additional  taxes.  They  described  as  "a 
system  of  disparity  and  injustice  unparalleled  in  the 
annals  of  trade  and  commerce,  such  as  none  of  the 
most  despotic  monarchs  of  the  world  have  ever  dared 
to  inflict  on  their  own  people,"  the  practice  under 
which  the  railways  charged  less  per  ton  per  mile  on 
freight  carried  from  the  West  to  the  seaboard  than 
on  freight  carried  from  points  in  New  York  State  to 
the  seaboard  —  that  is,  the  departure  from  the  dis- 
tance tariff.  This  onslaught  upon  the  New  York 
Central  and  Erie  railroads  constituted  one  of  the 
most  embittered  political  fights  ever  waged  in  the 
State.  It  lasted  for  years,  and  was  maintained  chiefly 
by  the  owners  of  canal  boats,  by  millers,  by  traders 
and  by  middlemen  of  all  kinds,  who  foresaw  that 
they  would  be  displaced  unless  the  railways  should 
be  forced  to  make  the  same  rates  per  ton-mile  on 
through  freight  as  on  local  freight — that  is,  should 
be  forced  to  adopt  the  distance  tariff.* 

Since  1870  the  competition  between  the  rival  rail- 
ways leading  from  the  rival  primary  grain  markets  in 
ComMitum  of  ^^  West  to  the  rival  export  cities  has 
Atlantic  Ports  been  bcyond  all  comparison  the  most 
reduces  Railway     powerful  factor  in  reducing  the  railway 

^  charges  on  the  haulage  of  grain,  as 

well  as  the  commission  and  storage  charges  to  which 

•  H.  V.  Poor:  Manual  of  the  JRailroads  of  the  United  States,  1881. 
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grain  is  subjected  in  passing  from  the  farmer  in  the 
West  to  the  consumer  in  the  South,  on  the  Atlantic 
coast  and  in  Europe.  Had  the  claims  of  New  York 
City  respecting  an  indefeasible  monopoly  of  the  ex- 
port and  import  trade  been  capable  of  enforcement 
in  any  degree,  by  so  much  would  the  millions  of  peo- 
ple who  opened  up  the  interior  of  the  United  States 
by  tilling  the  soil  have  been  deprived  of  the  inestima- 
ble boon  of  a  constant  reduction  in  the  cost  of  getting 
their  produce  to  the  consumer  hundreds  and  thou- 
sands of  miles  away.  What  it  would  have  meant,  if 
the  city  of  New  York  could  have  had  its  way  through 
the  State  Legislature,  one  can  picture  by  recaUing 
the  statement  of  the  late  Mr.  Sterne,  "The  mere 
reduction  of  transportation  charges  is  not  necessarily 
a  benefit  to  a  trading  community.  .  .  ."  New  York 
City  regarded  as  a  part  of  the  natural  order  of  things 
that  the  western  trade  should  come  to  its  doors,  and 
proposed  simply  to  collect  toll  on  it.  It  was  Balti- 
more, the  interloper,  that  established  in  1874  the 
first  stationary  grain  elevator  on  the  Atlantic  coast 
and  thereby  reduced  the  charge  per  bushel  for  the 
receiving,  weighing,  wharfage,  storage  and  delivery 
of  grain  from  4  and  5  cents  to  i|  cents,  and  in  addi- 
tion reduced  the  time  of  loading  vessels  from  5  or  10 
days  to  as  many  hours.*  It  was  Maryland  that 
exempted  from  taxation  for  all  time  the  Baltimore 

*  Compare  the  leading  article  in  Journal  of  Political  Economy,  Sep- 
tember, 1897. 
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and  Ohio  Railroad.  It  was  New  York  City,  on  the 
contrary,  in  its  corporate  capacity,  that  turned  to 
money-making  uses  the  gift  from  the  State  of  the 
land  under  water  bordering  the  water  front,  and 
took  no  heed  of  the  effect  of  that  policy  on  the  trade 
of  the  city;*  and  that,  moreover,  allowed  the  city 
docks  and  wharves  erected  on  this  land  to  become 
the  prey  of  politicians.  Among  other  things,  "bad 
city  government"  and  "insufficient  and  expensive 
terminal  facilities,"  it  was  maintained  by  those  who 
inquired  into  the  matter,  "made  New  York  the  most 
expensive  city  in  the  world  in  which  to  do  business."  f 
And  again,  competent  authority  asserted,  "the  long 
monopoly  of  export  which  New  York  has  enjoyed 
has  made  it  possible  to  introduce  and  maintain  a 
rate  of  taxes  for  handling  and  merchants'  dues  at  the 
terminus  such  as  would  have  been  impossible,  had 
the  competition  of  the  other  ports  been  sharper.  It 
is  conceded,  we  believe,  that  New  York  takes  larger 
tolls  than  any  other  port  out  of  the  grain  exported ; 
and  the  grain  merchants  find  it  very  difficult  to  re- 
form this.  The  business  is  old ;  the  methods  of  do- 
ing it  long  established ;  a  large  number  of  influential 
people  are  interested  in  preserving  every  tax  on  the 
grain,  and  there  is  much  greater  difficulty  in  combin- 

^  Letter  of  W.  H.  Vanderbilt  to  Charles  S.  Smith,  Chairman  of  the 
Chamber  of  Commerce  of  New  York,  in  Report  of  the  Committee  on  Rail' 
road  Transportation^  etc. 

t  Report  of  the  Committee  on  Railroad  Transportation  of  the  Chamber 
of  Commerce  ofthi  State  of  New  Yorh  for  February  2S,  187SC 
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ing  to  introduce  a  reform  than  when  the  busines^s 
is  comparatively  new  and  abuses  are  less  firmly 
rooted."  * 

During  the  period  from  1850  to  i860  the  manage- 
ment by  the  State  of  the  Erie  Canal  was  corrupt  and 
inefficient,  and  in  the  following  ten  years  it  became 
worse.     One  of  the  main  reasons,  indeed,  why  the 
railways  gained  so  rapidly  on  the  canal  from  the  mid- 
dle of  the  sixties  onward,  was  the  frequent  breaks  in 
the  canal,  and  the  consequent  blocks  to  traffic:  "one 
never  could  tell  when  freight  would  arrive."  f    Even 
from  1870  to  1880  the  canal  continued  to  be  operated 
primarily  .as  a  part  of  a  political  machine.    Little, 
was  done  toward  remedying  this  abuse  and  others; 
but  the  Chamber  of  Commerce  of  New  York  City 
organized  a  kind  of  drag-net  campaign,  gathering  up 
all  persons  with  a  real  or  fancied  grievance,  and 
through  the  political  power  thus  made  up  of  hetero- 
geneous elements  sought  to  force  the  New  York 
Central  into  an  attempt  to  impede  the  growth  of 
trade  at  Baltimore  and  Philadelphia. 

New  York  has  not  been  the  only  State  which  has 
sought  to  regulate  railway  rates  in  a  protectionist 
direction.    To  mention  only  a  few  examples  from 

♦  See  the  article  entitled  Grain  Transportation  and  Exports  in  7^ 
Railroad  Gazette  of  February  23,  1877. 

t  Mr.  Conrow  and  Mr.  W.  G.  Raymond  in  Transactions  of  the  Amr^^' 
can  Society  of  Civil  Engineer s^  December,  1901.  Compare  also:  Mr.  W-  J 
McAlpine's  testimony  before  the  New  York  Chamber  of  Conmierce,  rcpoi  ^ 
in  The  Railroad  Gazette^  June  14,  1873. 
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Other  parts  of  the  country  may  be  worth  the  whfle. 

state  Ca,nmissions  ^hus,  as  early  as  1874  the  Iowa 
regulate  Railways  Legislature  fixed  the  rates  on  lumber 
to  protect  state      ^j^h  an  eye  to  favoring  the  lumber 

dealers  of  Davenport,  Dubuque  and 
Clinton,  at  the  expense  of  the  Chicago  dealers  *  Of 
late  years  the  Iowa  State  Railroad  Commission  has  re- 
peatedly fixed  railway  rates  with  a  view  to  affording 
protection  against  neighboring  States.  In  its  report 
for  1 89 1,  for  example, it  announced  with  pride  that, in 
consequence  of  the  rates  it  had  made,  hay  and  com 
raised  in  northern  Iowa  were  being  sold  into  the 
dairy  counties  of  southern  and  eastern  Iowa  at  bet- 
ter prices  than  formerly.  These  latter  counties  had 
previously  bought  much  of  their  hay  and  corn  in 
Chicago :  in  the  words  of  the  Commission,  they  had 
"paid  tribute  to  Chicago."  f  The  State  Railroad 
Commission  of  Illinois,  in  turn,  has  fixed  rates  on 
canned  goods,  sugar,  coffee  and  similar  articles  with 
an  eye*  to  protecting  the  Illinois  jobber.  J 

South  of  the  Ohio  and  the  Potomac,  State  Railroad 
Commissions  have  engaged  rather  extensively  in  the 
practice  of  establishing  a  disguised  system  of  pro- 
tection  through  the  regulation  of   intra-State  rail- 


•  The  Railroad  Gazette,  March  24,  1876. 

t  For  many  other  instances  of  this  same  spirit,  see  F.  H.  Dixon :  State 
Railroad  Control, 

X  Report  of  the  Industrial  Commission  on  Transportation :  testimony 
of  Mr.  A.  J.  Vanlandingham,  Commissioner  of  the  St  Louis  Freight 
Bureau. 
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way  rates.*  The  State  Railroad  Commission  of 
Texas,  to  speak  of  one  case  only,  has  repeatedly 
warned  the  railways  leading  into  Texas  that  it  would 
meet  any  undue  reductions  of  rates  into  Texas  on 
articles  manufactured  in  Texas,  or  sold  by  Texas 
jobbers,  with  reductions  in  the  intra-State  rates ;  and 
it  has  actually  made  many  reductions  in  rates  with 
the  avowed  object  of  assisting  the  State  manufac- 
turers and  jobbers.  Again,  even  within  the  State, 
the  doctrine  that  each  locality  has  a  prior  claim  to 
the  trade  of  its  neighborhood  has  received  substan- 
tial support.  Upon  its  establishment  the  Texas 
Commission  found  in  force  over  that  part  of  Texas 
lying  to  the  east  of  a  line  drawn  from  Corpus  Christi 
to  the  northwest  comer  of  the  State  a  modified 
scheme  of  "postage  stamp"  rates,  under  which  there 
was  but  one  rate  on  shipments  over  distances  upward 
of  187  miles.  This  system  the  Commission  sought 
to  replace,  so  far  as  it  could  do  so  without  disturbing 
the  established  course  of  trade  to  such  an  extent  as  to 
endanger  its  own  existence  by  arousing  local  jeal- 
ousies, with  a  system  of  mileage  rates.  The  Com- 
mission disapproved  postage  stamp  rates,  on  the 
ground  that  in  the  competition  for  any  market  these 
rates  placed  manufacturers  and  producers  on  the 
same  footing  without  reference  to  the  distance  from 
the  market.     Mileage  rates,  on  the  other  hand,  con- 

♦  Loco  citato :  testimony  of  Mr.  J.  M.  Langley,  representative  of  the 
Merchants'  Association  of  New  York. 
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spHTd  to  each  manufacturer  and  producer  the  ad- 
vantage to  which  his  proximity  to  the  market  entitled 

him* 

But  just  here  the  Texas  Commission  met  with  a 
stumbling-block.    So  long  as  the  question  was  one 
tiptwcen  the  rival  claims  of  a  Texas  town  and  some 
** foreign"  town,  such  as  St.  Louis,  whose  inhabit- 
ants have  no  votes  in  Texas,  the  task  was  an  easy  one. 
An  axbm  was  always  at  hand  to  support  the  decision 
*n  favor  of  the  Texas  town :   to  wit,  that  a  country 
"^^erchant  can  get  better  credit  at  home  than  abroad, 
*nd  therefore  it  is  for  his  interest,  and  the  public 
^tercst,  for  him  to  buy  of  a  Texas  jobber  rather  than 
^f  a  St.  Ix)uis  joblxr.     But  when  the  dispute  was 
^tween  two  Texas  towns,  local  jealousies  occasioned 
^Hc  Commission  "much  lalx)r  and  anxiety."    That 
^^y  was  obliged  in  the  end  to  announce  that,  "rate- 
'^king  not  being  among  the  exact  sciences,  no  uni- 
*^orm  rules  can  be  laid  down  for  the  government  of 
^atc-making  authorities  .  .  .   ;"    that  ''it  is,  there- 
fore, a  delicate  task  to  undertake  the  determination 
of  Issues  with  no  sign-lxxird  to  mark  the  way  of  the 
investigator,  and  no  guide  to  the  right  except  con- 
science and  a  determination  to  mete  out  justice  as 
one  may  Xx  able  to  see  what  is  just  and  right."    It  even 
iflmitted  that  the  com{)ctitive  conditions  were  among 
the  controlling  factors  in  the  making  of  rates.     It 
said  that  the  interests  of  the  j»n)<lucer  wore  Ixrst  pre- 

•  Ammwiti  Aff».*r/i  cf  the  Katlr^aJ  Commtisicm  %•/  the  Slate  cf  Tejtms, 
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served  under  the  maintenance  of  competition  be- 
tween towns  and  between  raikoads;  and  that  the 
interests  of  the  public  demanded  that  rates  be  made 
in  all  cases  so  as  to  permit  carriers  "to  participate  in 
the  traffic  of  any  locality  reached  by  them."  "  Rates, 
to  be  of  advantage  to  the  public,  must  in  all  cases  be 
made  so  as  to  permit  carriers  desiring  to  do  so  to  par- 
ticipate in  the  traffic  of  any  locality  reached  by  them. 
In  pursuance  of  this  policy,  rates  (fixed  by  the  Com- 
mission) are  sometimes  made  lower  at  given  points 
on  the  same  line  than  they  are  at  intermediate  points." 
In  this  matter  of  the  relation  of  rate-making  to 
local  interests  there  is  protection  and  protection. 

Railways  regu-  ^^^^  railway,  it  is  true,  seeks  to  bufld 
late  Rates  to  up  the  industries  and  the  trade  of  its 
promote  Freedom  Q^yn  territory,  just  as  State  commis- 
sions seek  to  build  up  the  industries 
and  the  trade  of  their  respective  States.  But  the 
spirit  and  the  basis  of  operation  are  different.  Rail- 
way systems  are  laid  out  in  accordance  with  the  nat- 
ural resources  and  channels  of  trade  over  large  areas; 
they  include  or  traverse  numerous  States,  whose  boun- 
daries were  drawn  with  no  reference  to  natural  divi- 
sions produced  by  trade  routes  or  by  diflferences  in 
the  character  of  soil  or  climate.  State  commissions, 
under  the  exigencies  of  politics,  apply  the  principles 
of  protection  in  a  narrow  and  uncompromising  spirit. 
With  them  assistance  to  home  industry  or  home  trade 
is  practically  the  only  consideration;   with  the  rail- 
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ways  it  is  but  one  of  many  conflicting  considerations 
between  which  a  compromise  has  to  be  effected. 
State  commissions  are  characterized  by  a  lack  of 
regard  for  the  interests  and  claims  of  neighboring 
States;  but  railway  systems  are  obliged  to  consider 
the  claims  of  the  rival  systems  in  other  territories. 
In  short,  State  commissions  foster  trade  and  industry 
in  a  narrow  spirit,  and  according  to  the  accidental 
limitations  of  State  lines  and  State  interests;  the 
railways  foster  them  in  a  more  liberal  spirit  and  ac- 
cording to  comprehensive  lines  laid  down  by  the  prime 
forces  of  commerce.  In  many  cases  (examples  of 
which  might  be  given)  the  difference  lies  between 
negative  acts  which  hinder  some  one  from  doing 
something  and  positive  acts  which  assist  some  one 
to  do  something. 

"Live  and  let  live"  is  the  rule  and  practice  of 
private  business  and  the  common  law.  That  prin- 
ciple was  enforced  upon  the  States  of  our  Union,  so 
far  as  interstate  commerce  is  concerned,  when  the 
national  Constitution  was  adopted.  Had  it  been 
otherwise,  the  burdens  of  the  great  revolutionary 
changes  in  our  industrial  development  would  not 
have  been  borne,  as  they  have  been  for  the  most  part, 
in  silence.  Had  it  been  otherwise,  the  growth  of 
population  of  the  country  as  a  whole  (especially 
through  the  expansion  of  the  West)  would  have  been 
less  than  it  has  been,  and  the  free-trade  market 
afforded  our  manufacturing  industries  would  have 
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been  correspondingly  decreased.  To  appreciate  the 
force  of  this  last  contention,  one  must  remember  that 
the  leading  advantage  which  the  American  manu- 
facturer has  over  the  British  and  German  manufac- 
turer is  the  size  of  his  unimpeded  home  market.  It 
is  because  the  American  manufacturer  can  manu- 
facture without  let  or  hindrance  for  more  than 
75,000,000  people,  using  the  same  sorts  of  commodi- 
ties, that  he  can  conduct  his  operations  on  a  scale 
which  appears  stupendous  to  his  European  rival 
and  can  thereby  secure  economies  which  the  latter 
cannot  hope  to  attain. 

Indeed,  the  great  and  peculiar  advantage  which  all 
industrial  classes  in  this  country  enjoy  in  contrast  to 
the  people  of  Europe  —  by  force  of  long  usage,  a  sort 
of  "natural"  advantage —  is  our  absolute  free  trade 
from  ocean  to  ocean.  In  Europe,  the  "West"  is 
eastern  Prussia,  Hungary,  Roumania,  Russia  and 
Siberia ;  while  South  Germany,  the  Rhine  Provinces, 
France,  Belgium  and  England  form  the  "  East."  But 
East  and  West  are  divided  by  customs  barriers. 
Under  the  growing  fervor  of  latter  day  patriotism,  the 
different  nationalities  of  Europe  are  engaged  every 
now  and  then  in  tariff  "wars  "  —  in  "mutually  op- 
pressing each  other's  industry."  And  this  is  not  all. 
Although  within  Russia  and  the  German  Empire 
there  are  no  barriers  erected  by  means  of  customs 
duties,  there  are  other  barriers  —  and  sometimes 
absolutely  exclusive  ones,  as  we  have  seen  —  erected 
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by  means  of  manipulation  of  railway  rates.  Our 
railway  rates  under  private  control  are  also  manipu- 
lated, but  from  different  motives  and  with  different 
results.  In  Europe  those  who  are  hurt  by  progress 
.get  the  rates  under  government  control  adjusted  in 
the  direction  of  impeding  the  general  development 
of  the  community.  Here  there  is  eternal  vigilance, 
ceaseless  effort,  on  the  part  of  hundreds  of  traffic 
managers  with  a  free  hand,  directed  to  making  things 
move  on  —  to  developing  the  traffic,  to  causing  two 
blades  of  grass  to  grow  where  one  grew  before. 
There  the  effort  is  just  as  constantly  made  by  cen- 
tralized rate-making  authority  to  meet  the  predomi- 
nant political  "pull,"  to  protect  vested  interests,  to 
keep  things  in  the  status  quo,  Europe  marvels  at 
the  stupendous  growth  of  the  United  States.  We 
take  it  for  granted;  and,  being  badly  advised, 
blindly  propose  national  legislation  on  the  European 
model. 


CHAPTER  in 

THE  WORKINGS  OF  COMPETITION 

In  1872  the  Lake  Superior  and  Mississippi  Rail- 
way was  opened  from  St.  Paul  and  Minneapolis  to 
Duluth,  thus  giving  to  the  region  embracing  the 
northern  part  of  Wisconsin,  all  of  Minnesota,  apart 
of  Iowa  and  the  territory  to  the  westward  an  addi- 
tional outlet  to  the  Atlantic  by  way  of  the  Great 
Lakes.  President  Mitchell,  of  the  Chicago,  Mil- 
waukee and  St.  Paul,  waged  for  two  years  a  fierce 
war  on  the  Lake  Superior  and  Mississippi  Railway, 
for  the  purpose  of  preventing  it  from  developing  a 
traffic  in  grain  from  Minnesota  and  points  farther 
west.  Rates  on  grain  from  the  contested  territory 
fell  so  low  that  farming  land  400  miles  west  of 
Chicago  became  more  valuable  than  land  in  Wis- 
consin only  100  miles  west  of  Chicago;  and  there 
was  a  movement  of  population  from  Wisconsin  to 
Minnesota.  The  feeling  aroused  by  this  disturb- 
ance of  values,  together  with  the  belief  that  the 
Chicago,  Milwaukee  and  St.  Paul  was  keeping  local 
rates  high  in  order  to  recoup  the  losses  sustained 
in  this  rate  war,  was  one  of  the  reasons  why  the 
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Granger  legislation  of  Wisconsin,  in  1874,  was  so 
much  more  drastic  than  the  similar  legislation  of  the 
neighboring  states.* 

About  ten  years  after  this  the  trans-Mississippi 
Northwest  was  provided  with  a  second  road  run- 
Protests  against  ning  to  Duluth,  built  Under  rather 
the  development  remarkable  circumstances.  The  St. 
of  Duluth  p^^j^    Minneapolis    and    Manitoba, 

which  later  became  a  part  of  the  Great  Northern, 
was  begun  as  a  St.  Paul  road.  As  such  it  was  handi- 
capped by  the  fact  that  it  depended  for  an  outlet  to  the 
East  upon  the  roads  leading  from  St.  Paul  to  Chicago. 
In  1880  it  tried  to  emancipate  itself  by  shipping  grain 
to  New  Orleans  by  the  Mississippi  River,  but  the 
effort  proved  unsuccessful.  A  few  years  later,  in 
1883,  Mr.  James  J.  Hill  decided  to  move  the  starting- 
point  of  his  railway  from  St.  Paul  to  Duluth,  with  a 
view  to  getting  an  outlet  to  the  East  by  way  of  the 
Great, Lakes.f  The  scheme  hardly  promised  well; 
for  Duluth  had  never  recovered  from  a  reverse  which 
it  had  suffered  in  1873,  and  in  the  census  of  1880  it 
had  possessed  only  3500  inhabitants.  Moreover,  at 
this  time,  1883,  the  owners  of  vessels  upon  the  Great 
Lakes  had  become  discouraged,  the  railways  having 

♦  A.B.  Stickney:    The  Railway  Problem, 

t  Annual  Reports  of  the  Trade  and  Commerce  of  Duluth^  Minnesota^ 
for  the  Years  ending  December  ?/,  1887-qrj ;  The  Railroad  Gazette^ 
September  28  and  (ktober  5,  1888;  February  8,  June  7  and  21,  and 
December  27, 1889;  and  Decisions  of  the  Interstate  Commerce  Commission^ 
Vol  II,  In  the  Matter  of  the  Chicago,  St.  Paul  and  Kansas  City  Railway 
Company, 
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gained  constantly  upon  the  lake  vessels  since  1875.* 
Nevertheless,  the  President  of  the  present  Great 
Northern  system  went  ahead  with  his  plans  and  by 
1888  had  transferred  the  point  of  origin  of  his  rail- 
way system  from  St.  Paul  to  Duluth.  In  1887  he 
established  the  Northern  Steamship  Line,  with  six 
vessels  of  2700  tons'  capacity,  and  thus  secured  an 
outlet  to  BuflFalo  during  the  months  in  which  the 
Lakes  are  open  for  navigation.f  In  the  following 
year,  1888,  the  Duluth,  South  Shore  and  Atlantic  — 
"Duluth's  Declaration  of  Independence"  of  Chicago 
—  gave  the  Great  Northern  a  direct  all-rail  outlet  to 
the  East  by  way  of  the  Canadian  Pacific,  the  Michi- 
gan Central  and  the  Grand  Rapids  and  Indiana 
Railroad.  For  the  purpose  of  making  this  latter  con- 
nection, the  Duluth,  South  Shore  and  Atlantic  built 
the  most  powerful  ferry-boat  in  the  world  —  a  boat 
capable  of  piercing  ice  three  feet  thick. 

As  soon  as  the  Great  Northern  had  thus  secured 
an  outlet  to  the  seaboard  by  way  of  the  Great  Lakes 

*  Monthly  Summary  of  Commerce  and  Finance^  June,  1902, 

Tonnage  of  American  Vessels  engaged  in  the  Commbkcb  of 

THE  Great  Lakes 

Tons 


1870 68c/xx> 

1875 858^000 

1880 605,000 


1883 724,000 

1887 784^000 

1890 i,o63/xx> 

1900 i,566/xx> 

t  The  steamers  in  question  carried  90,000  bushels  of  grain,  and  were 
called  "mammoth"  steamers.  Ten  years  later,  in  1897,  ^^  Empire  Cii) 
carried  a  cargo  of  205,000  bushels  from  Duluth  to  Buffalo. 
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aad  bj  way  of  the  Duluth,  South  Shore  and  Atlantki 
JKlananded  that  the  rates  on  merchandise  and  manu- 
ktmes  faom  the  EasI  to  Duluth  be  the  same  as  the 
Met  from  the  East  to  Chicago,  and  lower  than  the 
Met  from  the  East  to  St  Paul.    These  demands  it 
bwd  on  the  fact  that  the  distance  by  lake  and  rafl 
vttthe  same  from  the  East  to  Duluth  as  to  Chicago, 
aid  that  the  distance  by  rail  from  Duluth  to  the 
Northwest  was  less  than  the  distance  from  St.  Paul 
Id  the  Northwest.    These  demands  met  with  storms 
d  protest  faom  the  newspaper  press  and  the  mer- 
dtants  of  Chicago  and  St.  F^ul,  as  well  as  from  the 
nSways  leading  from  Chicago  to  St.  Paul  and  Minne- 
apolis.   But  the  demands  were  ultimately  granted; 
and  they  brought  about  most  far-reaching  readjust- 
Stats  in  the  trade  relations  of  Chicago,  St.  Paul  and 
iHduth  to  the  Northwest  and  the  Southwest.    The 
iKteichants  of  St.   Paul  were  obliged  to  establish 
btanch  houses  in  Duluth,  and  to-day  a  large  propor- 
tion of  the  coal,  salt,  lime,  cement,  heavy  iron  and 
Wrdware,  sugar  and   staple  groceries  distributed 
horn  Duluth  is  handled  on  account  of  St.  Paul 
Merchants. 

At  the  same  time  that  the  Great  Northern  made 
tself  independent  of  the  railroads  leading  from  the 
Twin  Cities  to  Chicago,  the  Minnea|x)lis  millers  did 
he  same  by  building  the  Minneapolis,  St.  Paul  and 
iault  Sainte  Marie.  The  buildinf;  of  this  line  to  the 
together  with  the  movement  northwestward 
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of  the  spring  wheat  belt,  developed  an  enormous  trade 
in  flour  and  wheat  from  Duluth-Superior  and  St 
Mary's  Falls,  at  the  expense  of  the  growth  oi  Chi- 
cago's trade  in  flour  and  wheat.*  Chicago  and  its 
railways  fought  hard  to  hold  their  ground  in  the  flom 
and  wheat  trade,  and  they  were  al^e  to  cheapen  the 
rates  on  outgoii^  grain  uid  flour  because  of  the  F^ 
munerative  return  freight  of  eastern  mCTchaiidise 
into  Chicago.  But  Duluth  and  its  railways  in  large 
measure  obtained  the  same  advantage  by  devek^ing 
with  extraordinary  rapidity  the  trade  in  m«t:haiidise 
from  Duluth  to  St.  Paul,  Minneapolis  and  tlie 
American  and  Canadian  Northwest. 

Meanwhile  other  changes  were  going  on.    iTie 
centre  of  the  winter  wheat  area  and  the  centre  of  the 


•  Tkt  Grain  Trade  f/OeUmitcJ  Statu  mm/ a^trorid'ifntlS^ 
and  Trade. 

Shipped  raou  Chicago 

SHIPm>  THROUGH  THiSt 

MakVs  Falls  Canal 

£^ 

Bolxl. 

Fvoam 

tSih 

1881-85  ■    • 
l886-i».    . 

4.74*.«» 

4/M2.O0O 

3,541,000 

16,7*9,000 
16,545,000 
19.705,000 
30,118,000 

2,t^&fiOO 

8,517,000 

The  wheat  trade  of  Milvankee  hu  (ofTcrcd  eren  more  tbui  tlat  c 
ChicAgD.  In  1870-77  Milwaakee  ibipped  more  wheat  than  Quc«|o,  « 
little  over  18,000^000  boshels  >  ^eat.  At  prcKDt  its  (llipaieBtl  larelj  n 
to  ^fioofioo  a  Tear. 

On  the  olhec  haod,  the  receipts  of  grain  and  flour  at  Buffalo  woue  ba 
an  average  af  66,000,000  bushels  a  year  in  18S1-S5,  to  1 30^000,000  tnabd 
in  1890,  and  to  an  annoal  avenge  of  234,000,000  boihds  in  1896-9^ 
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com  belt  were  shifting  toward  the  Southwest,  thus 
increasing  the  length  of  haul  to  Chicago  and  the 
Thg  Chicago  Rail-  East,  and  reducing  the  haul  to  Kansas 
ways  fif^  far  City,  St.  Louis  and  the  Gulf  ports. 
^^**^^^  Contemporaneously  the  centre  of  the 

spring  wheat  belt  moved  northwestward,  which 
tended  in  turn  to  shift  the  movement  of  this  sort  of 
wheat  from  Chicago  to  Duluth.  The  railways  lead- 
ing to  Chicago  had  to  redouble  their  eflForts  to  arrest 
the  threatened  further  diversion  of  trade  to  southern 
as  well  as  northern  routes.  The  means  they  used 
was  a  change  in  the  method  of  marketing  grain.  Up 
to  this  time  grain  had  been  consigned  by  country 
buyers  to  commission  merchants  at  Chicago  and  had 
been  stored  in  the  public  warehouses,  paying  com- 
mission charges  and  storage  charges.  The  railways 
now  made  regulations  under  which  grain  could  be 
billed  through  from  points  west  of  Chicago  to  New 
York,  with  the  option  of  being  oflFered  for  sale  on  the 
track  in  Chicago.  If  sold,  the  grain  paid  the  local 
rate  to  Chicago ;  if  not  sold,  it  could  be  reconsigned 
to  any  person  in  New  York,  Philadelphia  or  Balti- 
more. Twenty-four  hours  were  allowed  for  inspection 
and  sale  on  the  tracks  in  Chicago,  and  72  hours  for 
sale  and  removal.  In  this  way  it  was  made  possible 
to  avoid  the  pa)mient  of  warehouse  charges  in  Chi- 
cago, to  reduce  from  3  weeks  to  3  days  the  time 
occupied  in  transfer,  and  to  give  the  shipper  in  the 
interior  the  benefit  of  the  through  rate  to  the  Atlantic 
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coast,  which  was  2  cents  per  icx>  pounds  less  than  the 
local  rate  to  Chicago,  plus  the  rate  from  Chicago  east. 
These  improvements  in  handling  the  grain  traffic 
made  by  the  railways  leadii^  to  Chicago  were,  how- 
ever, soon  imitated  by  the  rival  roads  leading  to  Du- 
luth,  St.  Louis,  Kansas  City  and  other  points;  and, 
accordingly,  in  1890,  the  Chicago  roads  adopted 
further  measures  to  carry  on  the  fight.  They  made 
arrangements  whereby  the  owners  of  the  public  ware- 
houses at  Chicago  became  buyers  and  sellers  of  grain, 
charging  for  their  services  much  less  than  the  com- 
bined commission  charge  and  stor^;e  charge  for- 
merly collected.  These  warehousemen  and  dealers 
in  grain,  acting  in  their  new  capacity,  have  enormous 
capital  and  do  a  lai^e  volume  of  business  on  a  narrow 
margin.  The  savings  which  they  can  make  allow 
them  to  become  formidable  competitors  for  grain 
that  under  the  old  methods  of  doing  business  would 
go  to  the  markets  to  the  northwest  and  to  the  south 
of  Chicago.  In  other  words,  the  former  commission 
merchants  at  Chicago  have  been  displaced,  or  are 
being  displaced,  in  order  that  the  new  order  of  ware- 
housemen may  act  in  effect  as  freight  solicitors  lor  ^ 
the  railways  leading  to  Chicago  and  f 
part  of  the  traffic  that  otherwise  would  s 
The  competition  between  these  graii 
for  or  representing  rival  railways,  is  n 
was  the  competition  between  the  f 
shipped  to  Chicago  for  sale  on  cm 


reight  solicitors  lor  i 
id  secure  to  themu 
lould  tfM|gH 
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cod  of  getting  the  grain  from  the  producer  to  the  con- 
atmer  has  been  correspondingly  reduced.  And  this 
iilo  the  advantage  of  the  producer.  The  difference 
between  the  farm  price  of  wheat  and  the  Chicago 
pice  is  materially  less  than  it  was  15  years  ago.* 

Since  1890  or  thereabouts,  the  Illinois  Central  Rail- 
md  and  a  number  of  roads  leading  from  Kansas, 

Missouri  and  Nebraska  to  New  Or- 
c^f^  leans,    Galveston    and    other    Gulf 

ports  have  been  making  great  efforts 
to  divert  a  part  of  the  export  and  import  trade  of  the 
Cntral  West  and  Southwest  from  the  Atlantic  to  the 
Gulf.f  That  means,  of  course,  a  breaking  away 
from  the  old  channel  of  trade  by  way  of  Chicago  and 

•  Itifrrt  ff  Ht  ImAatrimI  Ctmmiuitm  M  (tr  Diilrihttim  >/  farm 
*-<ihin.  pp.  7-iaaDd  pp.  70-77:  awl  Ktfrl  »f  At  InJmtnmt  C»mmu- 
*m  tm  AtrumMmri  ami  Afrumllmrtl  ljtt*r,  pp.  195-joa 

t  Ktfarl  a»i  Ofimam  */  llu  ItHirHalt  Itmmrrtt  Ctmmiaitn  in  M/ 
iRtikr  af  Dtftrtmtiai  f-'rt^  KaUi  U  amJ  frnm  Xrrik  j4l/amtu  Partt. 

4|ri  17.  190s- 

hvHiia*  boTBc  b]i  the  apotU  oX  wheat  and  con  from  New  OilemM 
^  rJi  —  iii  lo  the  lottl  npoil*  u(  wheal  bdiI  con  rrom  the  Atlaatk  ami 
(UTpoiti. 
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counter  efforts  to  prevent  it.  The  grain  grown  in 
Missouri  south  of  the  Missouri  River,  in  the  southern 
half  of  Kansas  and  in  the  territory  south  of  these 
two  States  will  hereafter  inevitably  be  exported 
much  more  largely  by  way  of  the  Gulf  ports.  But 
the  grain  grown  in  northern  Kansas,  southern  Ne- 
braska, southwestern  Iowa  and  northwestern  Mis- 
souri will  for  a  long  time  be  keenly  "contested" 
traffic,  going  now  by  the  one  route,  now  by  the  other. 
Similarly,  the  traffic  originating  in  Europe  or  on  the 
Atlantic  seaboard,  and  destined  for  the  Central  West 
and  Southwest,  will  be  the  object  of  an  intense  rivaliy 
between  the  railways  leading  from  the  Atlantic  and 
those  leading  from  the  Gulf  ports. 

The  rate  to  the  eastern  seaboard  on  grain  from 
points  west  of  the  Mississippi  River  consists  of  two 
parts:  the  local  rate  to  the  river  and  the  through  rate 
thence  to  the  Atlantic.  Nominally  the  through  rate 
from  the  river  is  always  ii6  per  cent  of  the  through 
rate  from  Chicago,  because  the  distance  from  the 
river  is  ii6  per  cent  of  that  from  Chicago.  On 
wheat  destined  for  domestic  consumption,  this  ratio 
of  the  rates  from  the  Mississippi  River  and  from 
Chicago  has  always  been  fairly  well  maintained ;  but 
on  wheat  for  export  it  has  often  been  ignored.  Since 
1893  the  divei^ence  between  the  rates  on  grain  for 
domestic  consumption  and  on  grain  for  export  has 
become  each  year  wider  and  wider.  In  1898  the 
Atlantic  seaboard  lines  made  the  published  rate  on 
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wheat  for  export  from  the  Mississippi  River  the  same 
as  the  rate  from  Chicago;  and  in  1899  they  lowered 
the  Mississippi  River  rate  to  85  per  cent  of  the  Chi- 
cigo  rate.  Under  that  arrangement,  gram  for  export 
paid  13I  cents  per  100  pounds  from  the  Mississippi 
River,  and  16  cents  from  Chicago;  whfle  grain  for 
consumption  in  the  East  paid  17I  cents  from  Chicago, 
30}  cents  from  the  Mississippi  if  it  came  from  west  of 
the  river,  and  24}  cents  if  it  originated  at  the  river 
These  discriminations  in  favor  of  grain  grown  west 
of  the  Mississippi  River  arose  from  the  fact  that  the 
competition  of  the  Gulf  roads  did  not  extend  to  grain 
grown  east  of  the  Mississippi  River. 

The  Atlantic  seaboard  roads  made,  during  the 
years  1898  and  1899,  a  final  but  unsuccessful  effort 
Id  defeat  the  attempt  of  the  Gulf  roads  to  divert 
permanently  to  the  Gulf  ports  a  part  of  the  export 
and  import  trade.  The  actual  rates  on  grain  be- 
came completely  demoralized,  although  it  was  a 
time  when  the  volume  of  traffic  was  such  that  none 
of  the  roads  had  cars  enough  to  accommodate  its 
business  without  serious  delays.  Millions  of  bushels 
of  grain  were  carried  from  the  Mississippi  River  to 
the  Atlantic  for  7)  cents  a  100  pounds,  or  less  than 
1}  mills  per  ton-mile.  The  Now  York  Central  Rail- 
mad  carried  grain  from  Buffalo  to  New  York  City 
for  I J  mills  per  ton-mile,  or  even  less,  the  usual 
rate  having  been  about  2J  mills*    This  compcti- 

•  Tlr  JRmiir0mJ  Caufte^  December  39,  1899,  and  February  9.  190a 
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tion  for  the  grain  traffic  finally  became  so  destruc- 
tive that  the  President  of  the  Chesapeake  and  Ohio 
Railroad,  who  had  a  reputation  for  the  greatest 
courage  in  cutting  rates,  withdrew  from  the  fight  at 
several  competitive  points  where  rates  were  lowest. 

To  meet  the  new  conditions  of  transportation 
charges,  brought  about  in  the  first  instance  by  the  era 
TMe  CctHMiiioti  ^^  ^'^^  prices  ushered  in  by  the  crisis  of 
for  ike  Markets  1S93  and  continued  by  the  rise  of  tbe 
promotes  Rau-  competition  of  the  Gulf  roads,  the  Bal- 
timore and  Ohio  Railroad  made  revo- 
lutionary changes  in  its  facilities  for  handling  traffic, 
by  reducing  grades  and  curves  and  putting  on  heavier 
rolling  stock.  The  Illinois  Central  Railroad,  on  its 
side,  spent  several  millions  upon  terminal  facilities 
in  New  Orleans  and  brought  into  play  solid  train- 
loads  of  2000  tons  of  paying  freight.  The  New  York 
Central,  in  turn,  strengthened  its  road-bed  in  onler 
that  it  might  build  "mogul"  locomotives  capable  of 
hauling  train-loads  of  2400  tons.  As  the  result  of 
these  magnificent  economies,  the  longer  the  low  rates 
were  in  force  the  less  complaint  there  was  that  they 
were  not  remunerative.  Even  the  roundabout  roads 
and  those  weakest  financially  adopted  many  of  the 
improvements  introduced  by  the  oldest  and  strongest 
roads.  In  their  titanic  wrestle  the  contestants  rose 
like  Antffius,  after  each  fall  in  greater  strength.  Tin 
obvious  distributive  outcome  was  the  establiduDC) 
of  the  claim  of  the  Gulf  roads  to  an  increased 
of  the  export  and  import  trade  of  the  count 
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1  new  basis  of  adjustment  of  the  charges  on  grain 
for  export  and  for  domestic  use.  But  there  were 
abo  effects  which  do  not  lie  so  much  on  the  surface. 
In  consequence  of  the  unpreccdcntly  low  price  of 
wbeat  in  the  period  1892-95,  the  area  under  wheat 
io  the  United  States  fell  from  an  average  of  38,200,- 
000  acres  for  the  years  1889-92  to  34,500,000  acres  in 
1893-96.  At  thesametimethearcaundercom  jumped 
from  an  average  of  71,000,000  acres  in  the  years 
1890-94  to  82,100,000  acres  in  1895.  The  farmers 
of  tbe  Middle  West  were  seeking  relief  from  the  low 
price  of  wheat  in  the  comparatively  high  price  of 
iDcats;  they  were  turning  from  wheat  to  com,  which 
a  used  for  fattening  cattle  and  hogs.  But  under 
the  stimulus  of  the  rise  in  the  price  of  wheat  which 
began  in  the  latter  half  of  1896  the  area  under  wheat 
again  rose  from  34,600.000  acres  in  1896  to  39.500.000 
acres  in  1897  and  to 44.100.000  in  1898.  Asa  matter 
of  fact,  the  farm  price  of  wheat  receded  materially  in 
1898,  but  it  did  not  fall  fully  to  the  low  level  of  1893- 
95.  and  the  great  increase  in  the  area  under  wheat 
effected  while  prices  were  high   was  maintained.* 

li  AhlraH  f/ Iki  rniliJ . 'Haiti.  1901. 
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The  area  under  com  also  remained  at  the  high  figure 
reached  in  1895,  and  the  question  arose  whether  it 
would  be  possible  to  continue  to  find  at  remunerative 
prices  a  market  for  the  vasdy  alimented  quantities 
of  com  and  wheat. 

Just  one-half  of  the  increase  in  the  production  of 
wheat  effected  in  1897-1900  was  exported,  our  ex- 
ports of  wheat  rising  from  145,000,000  bushels  in 
1893-96  to  210,000,000  bushels  in  1897-1900.  Of 
our  total  crop  of  com  in  1893-96,  3.5  per  cent  was 
exported ;  but  in  1897-1901,9.8  percent  was  exported, 
largely  because  at  that  time  our  exporters,  taking  ad- 
vantage of  poor  harvests  in  Europe,  were  teaching 
the  European  stock-raisers  the  cheapness  and  utility 
of  com  as  material  for  fattening  cattle.  In  1896  and 
1897  the  price  of  wheat  in  Liverpool  was  well  sus- 
tained, in  consequence  of  industrial  prosperity  in 
Europe,  on  the  one  hand,  and  because  of  deficient 
supply,  owing  to  poor  crops  in  Argentina,  Australia, 
India,  Russia  and  the  Danubian  Principalities,  on 
the  other  hand.  In  1898,  however,  the  foreign  situ- 
ation changed,  good  crops  having  been  obtamed  in 
the  countries  just  enumerated,  and  the  price  of  grain 
in  Liverpool  fell  off.  Had  it  not  been  for  the  oppor- 
tune reductions  in  the  cost  of  carryingAmerican  wheat 
from  the  farm  to  the  Liverpool  steamship,  the  farmer 
in  the  United  States  would  have  been  hard  hit  in- 
deed. As  it  was,  the  reduction  in  transportation 
charges  on  our  railways  in  part  neutralized  for  the 
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American  producer  of  wheat  the  fall  in  the  Liver- 
pool price.  The  farm  price  (as  already  shown)  was 
made  more  nearly  to  approximate  to  the  Chicago 
price,  and  the  Chicago  price  was  brought  nearer  to 
the  Liverpool  price,  which  latter,  whether  the  Liver- 
pool price  rises  or  falls,  means  a  better  position  for 
the  American  producer  of  export  wheat  than  would 
otherwise  be  possible.  This  point,  as  to  the  effect  of 
reductions  of  raOway  rates  on  the  price  of  wheat, 
needs  to  be  somewhat  further  developed. 

As  the  result  of  the  modem  means  of  transporta- 
tion and  conununication,  together  with  the  modem 
Fmdmri  C0mir0i^  systcm  of  spcculation  in  the  great 
bmi^tktFmrm  agricultural  staplcs,  there  is  estab- 
Fru4  ^  Grmtm  \\^^  a  world's  markct-price  for  wheat 
at  Liverpool  —  the  chief  place  through  which  the 
supply  of  the  surplus  wheat-producing  countries 
reaches  its  outlet,  the  wheat-deficit  countries  of  west- 
em  Europe.  This  Liverpool  price  is  fixed  at  any 
time  at  the  point  at  which  total  supply  and  total  de- 
mand will  equalize;  and,  being  so  determined,  the 
price  at  any  of  the  primary  markets  in  the  surplus 
countries  is  a  coefficient  of  this  price.  That  is  to 
say,  the  world's  market  price  at  Liverpool  being 
established  as  the  resultant  of  many  forces,  the  local 
price  of  wheat  in  such  leading  collecting  markets  as 
Chicago,  Buenos  Ayres  and  Odessa  at  any  time  is 
obtained  by  dnluctinR  from  the  LiveqKX)l  price  the 
cost  of  trans|K)rtati()n.  insurance  and  other  charges. 
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With  these  data  for  our  problem,  let  us  suppose 
that  the  total  chaige  for  laying  down  Chicago  wheat 
in  Liverpool  were  suddenly  redu<^  from  40  cents 
to  30  cents  per  bushel.  This  disturbance  of  the  pre- 
existing balance  of  forces  would,  if  unre^ted,  de- 
press the  Liverpool  price  by  10  cents,  through 
hastening  and  augmenting  the  movement  of  wheat 
from  the  farm  to  Chica^  and  from  Chic^o  to  Liv- 
erpool. But  there  would  be  brought  into  play  cer- 
tain counter  forces  which  would  check  the  fall  of  the 
Liverpool  price.  On  the  one  hand,  the  European 
demand  would  increase,  as  the  price  fell ;  and,  on  the 
other  hand,  the  supply,  especially  from  the  other  sur- 
plus countries  besides  the  United  States,  would  de- 
crease, for  the  existing  stock  would  be  held  back. 
To  satisfy  the  conditions  of  equilibrium  between 
demand  and  supply,  the  decline  of  the  Liverpool 
price  would  be  arrested  at  the  figure,  let  us  say,  of 
2  cents  per  bushel  less  than  the  old  price  which  pre- 
vailed before  the  disturbance.  Then,  as  the  Chicago 
wheat  merchant  could  sell  in  the  Liverpool  market 
at  only  2  cents  reduction  in  price,  obviously  the  re- 
duction of  10  cents  in  the  cost  of  access  to  that  market 
would  mean  a  bonus  of  8  cents  in  his  pocket.  But 
this  he  could  not  keep  for  himself.  The  forces  of 
domestic  competition  could  be  depended  upon  to 
compel  him  to  hand  most  of  it  on  to  the  farmer,  and 
the  Chicago  market  price  would  rise  by  nearly  8 
cents. 
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Thus  far  we  have  had  in  view  only  the  temporaiy 
effects  of  a  reduction  in  the  cost  of  transporting  wheat 
from  a  particular  primary  market  to  the  general 
world's  market  at  Liverpool;  but  the  same  princi- 
ples hold  good  as  to  the  permanent  effects.  If  an 
exporting  country  does  not  increase  its  acreage  after 
such  a  reduction,  it  may  keep  its  higher  price  and 
profit  indefinitely  w  untfl  its  competitors  imitate  its 
improvements.  But  if  it  extends  its  cultivation, — 
if  it  takes  up  the  slack  of  the  cheaper  means  of  mar- 
keting by  augmenting  production, —  obviously  its 
price  will  decline  and  may  in  time  even  stand  abso- 
lutely at  a  lower  figure  than  ever  before.  But  in  either 
case  it  is  benefited  by  the  lower  cost  of  transporta- 
tion: it  either  does  the  same  business  at  a  higher 
price,  or  (because  it  sees  fit  to  do  so)  a  larger  business 
at  the  same  or  a  lower  price. 

This  whole  matter  of  the  division,  temporarily 
or  permanently,  of  the  advantage  of  a  new  econ- 
omy in  any  branch  of  trade  between  an  export- 
ing and  an  importing  country  is  highly  complicated 
and  in  any  specific  case  the  proportions  cannot  be  ex- 
actly determined  before  the  event.  But  it  may  at 
least  be  laid  down  as  a  general  rule  that,  when  sev- 
eral sources  of  supply  are  drawn  upon  by  a  common 
market,  a  particular  fall  in  the  cost  of  transport  from 
one  of  them  will  prcxlucc  more  local  than  central  dis- 
turbance —  will  raise  the  price  in  the  tributar)*  mar- 
ket more  than  it  will  depress  it  in  the  emporium* 
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Anotho-  way  of  putting  it  is  to  say  that,  as  long  as 
several  sources  of  supply  are  drawn  upon  to  satisfy 
the  demand  of  a  common  market,  the  price  will  be 
determined,  apart  from  variations  of  the  seasons,  by 
the  conditions  of  production  in  the  weakest  of  them 
(the  "mai^al"  source),  and  the  advantages  which 
the  stronger  ones  enjoy  will  be  manifested  in  varying 
amounts  of  bonus.  Apart  from  any  special  inquiry 
into  fact  and  theory,  there  is  certainly  no  occasicm 
to  assume  that  a  particular  reduction  of  the  cost  of 
transportation  of  wheat  by  American  railways,  or 
Russian  railways,  or  Argentine  railways,  as  the  case 
may  be,  redounds  exclusively,  or  even  chiefly,  to  the 
benefit  of  the  European  consumer. 

In  1899  the  Interstate  Commerce  Commissirai, 
upon  a  complaint  made  by  the  Board  of  Trade  of 
The  iitterstait  ^^^  *-''■)'  ^^  Chicago,  investigated  the 
Commerce  Com-  relative  rates  then  prevailing  on  grain 
missum  versus  the  fgj.  export  and  grain  for  domestic  con- 

IVeslern Farmers  .■       *      ti  ■      j   .i_ 

sumption.*  It  exammed  the  matter 
on  the  basis  of  the  respective  rights  of  the  producer  of 
grain,  those  of  the  domestic  consumer  (that  is,  the 
manufacturer  on  the  Atlantic  coast)  and  those  of  the 
railways.  The  Commission  was  of  the  opinion  that, 
unless  the  lower  rates  on  export  grain  redounded  to 
the  distinct  advantage  of  the  producer  of  grain,  they 


•  Decisions  of  the  Interstate  Commerce  CsMmitsian,  Vol.  VlII,  p.  114. 
In  Ike  Matter  of  Relative  Rales  upon  Export  and  Demettic  Trafie  i» 
Grain  and  Grain  Products,  and  of  the  Publication  af  Tariffs  retatineU 
Such  Traffic. 
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could  not  be  justified;  for  they  subjected  the  Ameri- 
Gui  consumer  to  a  distmct  disadvantage,  as  compared 
with  his  competitor,  the  European  manufacturer^ 
On  this  hst  pdnt  it  said:  ''The  foreigner  is  to  an 
eitent  id  competiticm  with  the  American.  Both  are 
engaged  in  the  production  of  articles  sold  in  the  same 
market,  either  abroad  w  in  the  United  States.  If 
the  Englishman  can  procure  the  necessities  of  life 
dieaper  than  his  American  competitor,  that  gives  him 
the  advantage.  A  few  cents  per  hundred  pounds  in 
the  price  of  his  flour  would  not  be  of  itself  a  matter 
of  great  consequence,  but  the  same  sort  of  a  prefer- 
ence applied  to  all  articles  which  enter  into  his  dafly 
support,  as  well  as  to  the  product  of  his  labor,  may 
determine  whether  he  or  the  American  can  manu- 
fKture  for  our  own  market  even/' 

The  Commission  next  considered  whether  the 
aceptionally  low  export  rates  on  grain,  the  result  of 
the  rate  war  already  described,  had  redounded  to  the 
advantage  of  the  producer  or  not,  and  whether  the 
railways  had  been  injuring  themselves  thereby.  Its 
conclusion  was:  ''The  American  producer  has  not 
been  materially  benefited  by  them;  our  railways 
have  sacrificed  millions  of  dollars  without  producing 
any  real  effect  upon  the  flow  of  traflfic, . . .  This  de- 
pletion in  revenue  has  been  a  donation  to  the  for- 
eigner. It  is  impossible  more  strongly  to  emphasize 
the  folly  of  this  whole  proceed ing  than  by  the  mere 
itatemcnt  of  it,  .  .  .*' 
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This  extraordinary  conclusioD  the  Interstate  Com- 
merce Commission  reached  by  way  of  a  theory  erf 
UnsMmdEa>-  international  markets  and  prices  that 
Momic  Reatoming  will  Dot  bear  investigation.  It  as- 
ofiheOimmistum  ^^^j^^  that  the  Statement  that  Aroer- 
ican  grain  was  influencing,  along  with  the  other 
factors  of  supply,  the  price  of  grain  in  the  foreign 
market,  was  equivalent  to  saying  that  the  price  of 
grain  in  the  foreign  market  was  the  price  in  the  Amer- 
ican market  plus  the  price  of  transportation  from  the 
United  States  to  Europe.  And  this  initial  error  led 
to  the  further  mistaken  notion  that  the  statements 
of  the  railway  men,  to  the  effect  that  the  exception- 
ally low  rates  on  export  grain  had  been  made  be- 
cause of  the  competition  between  the  two  groups  of 
railways  —  those  leading  to  the  Gulf  and  those  lead- 
ing to  the  Atlantic  ports  —  and  not  because  of  the 
state  of  the  foreign  market,  gave  support  to  the  in- 
ference that,  if  there  had  been  no  cuts  on  export  rates, 
the  price  of  grain  in  the  American  market  would  have 
remamed  unchanged  and  the  price  of  grain  in  the 
European  market  would  have  been  higher  than  it^ 
was  by  the  amount  by  which  the  export  rates  hacff 
been  cut.  In  short,  this  body,  sitting  in  judgmenK 
on  the  justification  of  the  course  of  a  lai^  part  of 
the  world's  commerce,  took  the  relatively  fixed  mar- 
ket (Liverpool)  to  be  the  relatively  variable  one;  it 
took  the  market  which  is  determined  (Chicago)  to 
be  the  market  which  does  the  determining;  and  cmi- 
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sequcntly  it  added  the  cost  of  transportation  where 
it  should  not  (to  the  Chicago  price),  instead  of  de- 
ducting it  where  it  should  (from  the  Liverpool  price), 
in  order  to  find  out  what  effects  were  produced  — 
whether  the  American  farmer  was  benefited  or  not 
—  by  reductions  in  cost  of  transportation.  The  kind 
of  reasoning  which  the  Commission  erroneously  ap- 
plied at  the  American  terminus  of  the  international 
wheat  traffic  does  apply  correctly  at  the  European 
terminus.  The  price  of  wheat  in  the  secondary  dis- 
tributive markets  in  Europe  is  found  approximately 
by  adding  the  cost  of  transportation  from  Liverpool 
to  the  Liveqxx)l  price.  Even  the  European  imports 
of  wheat  which  do  not  pass  through  Liverpool  have 
their  price  determineil  uix)n  that  basis. 

The  Commission  issueil  no  ortlcr  in  the  case  just 
re\'icwe<l,  Ixxrause  it  thought  the  testimony  indicated 
that  the  "present  disparities  between  domestic  and 
f.\\I)ort  rates  will  not  become  i>ermanent."  This 
subject  comes  up  again  in  another  place. 

Ix't  us  now  turn  from  wheat  to  two  other  great 
staples  of  the  Unitetl  States  —  cotton  and  iron. 
The  problems  in  markets  and  rates  presented  by 
the  cotton-growing  industry  are  similar  to  those  that 
have  arisen  in  connection  with  the  gn)wing  of  grain. 
Cotton  is  the  staple  of  the  one-crop  farmer  of  the 
S>ulh  and  extreme  Southwest,  and  the  great  bulk  of 
the  crop  has  to  find  a  markrl  at  a  ^nat  (li>tami-  from 
where  it  is  raised.     Nearly  70  |kt  cent  of  American 
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cotton  is  exported  to  Europe,  about  so  per  cent  is 
sent  to  the  Northeastern  and  North-Central  States, 
and  about  12  per  cent  remains  in  the  South.*  Under 
rapidly  falling  prices  it  has  been  imperative  for  the 
southern  planter  to  have  increasing  access  to  the  soil 
best  adapted  to  cotton.  This  necessary  movement 
of  the  centre  of  the  cotton  belt  to  the  west  of  the  Mis- 
sissippi River  has  been  made  possible  by  the  lail- 
ways-f 

Cotton  finds  its  way  to  the  final  market  by  way  of 
several  Gulf  and  Atlantic  coast  ports,  and  by  way  of 
a  great  number  of  interior  points,  such  as  Memphis, 
Montgomery,  Shreveport,  St.  Louis  and  Cincinnati. 
There  is  scarcely  a  place  on  the  Adantic  slope  and 
the  Gulf  slope  of  the  cotton  States  that  does  not  en- 
joy the  advantage  of  competition  between  rival  mar- 
keting centres  and  between  raOways  as  carriers  to 
those  markets,  as  well  as  between  railways  and  coast 
vessels  as  carriers  to  northern  points  of  export  or 
consumption.      The  many-sided  struggle  between 

•  RepoTi  of  At  Industrial  CemiaUiien  «•  ri<  DUtribmticn  of  Fmrm 
Produtb. 
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t  The  Cotton  Tradi  of  the  United  States  and  the  World's  Catten  Snf^y 
and  Trade,  from  The  Sumrnary  of  Commerce  and  Finatue  for  Maich, 
1900;  and  Report  of  ilu  Indmtrial  Commmian  en  tlu  Diitritutitm  rf 
Farm  Prodtult. 
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marketing  centres,  raflways  and  coast  steamers^ 
fHits  the  whole  movement  of  cotton  under  the  stress 
of  tremendous  competitive  forces,  to  the  great  ad- 
\*antage  of  the  planter,  from  the  time  the  cotton  leaves 
the  plantation  or  farm  until  it  reaches  the  factory 
in  the  United  States  or  Europe.  It  has  made  the 
charges  on  the  transportation  of  cotton  among  the 
lowest  in  the  world,  has  crowded  out  many  middle- 
men and  has  greatly  reduced  the  commissions  of 
those  who  have  sur\'ived. 

But  in  the  cotton  traflfic,  as  in  all  other  kinds  of 
traffic,  there  are  constant  complaints  from  persons 
AV*.  i}rUams  ^^  localities  that  are  adversely  affected 
jfmumji  tkt  iHs'  by  the  changes  which  are  necessary  in« 
/;«./  Tariffs      cidcnts  of  progress.     For  example,  in 

^  1887  the  Xcw    Orleans  Cotton  Ex- 

change asked  the  Interstate  Commerce  Commission  to 
rule  that  rates  per  ton  ixrr  mile  on  cotton  from  points 
in  the  cotton  growing  district  to  New  Orleans  should 
\k  no  higher  than  rates  per  ton-mile  from  the  cotton- 
growing  districts  to  New  York  and  Boston :  f  in  other 

*  0>iirAftAnvi  MiivuiKXT  or  Cirm)N  Coastwise  amd  Ov'EKlaicd 
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words,  it  asked  for  a  distance  tariff.     The  Cotton 
Exchange  found  in  the  low  rates  to  the  North  and 
East  the  sole  reason  for  the  fact  that  of  recent  years 
the  receipts  of  cotton  at  New  Orleans  had  not  ex- 
ceeded one-fourth  of  the  total  cotton  crop,  whereas 
down  to  i860  the  receipts  had  been  not  less  than  one- 
half  of  the  cotton  crop.    It  complained  that  the  rates 
in  question  subjected  New  Orleans  to  unreasonable 
disadvantage,  and  gave  undue  preference  to  New 
York  and  Boston.    The  Commission  declined  to 
make  the  ruling  requested,  and  said  by  way  of  obiter 
dicta  that  the  complainant  apparently  took  no  ac- 
count of  the  comparatively  recent  construction  of 
several  all-rail  lines  from  the  cotton  fields  to  the 
eastern  ports  and  markets.     New  Orleans  was  not 
the  ultimate  destination  of  the  cotton  received.    Cot- 
ton was  sent  thither  for  distribution  only  —  to  be 
forwarded;  and   the  business  of  distribution  was 
largely  directed  and  controlled  by  economy  in  time 
and  cost.    Any  view  was  faulty  which  failed  to  in- 
clude the  new  conditions  among  the  causes  influ- 
encing the  movements  of  cotton  in  the  past  fifteen 
years.    Twelve  years  later,  however,  when  dealing 
with  the  rate  disturbances  precipitated  by  the  Gulf 
lines,  the  Commission  made  no  mention  of  consid- 
erations such  as  these.    It  took  the  position  that  no 
changes  in  the  geography  of  the  railroads  could 
justify  an  impairment  of  the  advantage  that  Chicago 
and  the  State  of  Illinois  had  enjoyed  over  the  trans- 
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Mississippi  cities  and  states  before  the  coming  into 
the  field  of  the  Gulf  railroads. 

The  New  Orleans  Cotton  Exchange  also  com- 
plained of  the  practice  of  ''floating  cotton,"  which 
diminished  the  business  of  compressing  cotton  and 
lending  money  upon  cotton  at  New  Orleans.  In  the 
early  days  there  were  comparatively  few  places  which 
had  cotton-compressing  plants,  and  to  those  places 
the  cotton  had  to  be  brought  not  only  to  be  com- 
pressed, but  also  to  be  graded,  to  receive  advances  of 
money  or  credit  and  to  be  reshipfKxl  on  through  bills 
of  lading  to  its  final  destination.  Sul)sequently, 
a)iion  compresses  were  cstablishc<I  at  innumerable 
railniad  stations  and  small  towns,  and  the  roads 
intnxlucctl  the  practice  of  "floating  cotton."  Under 
this  new  arrangement  cotton  can  \x  shipped  on 
through  bills  of  lading  to  any  [x)int,  with  the  privi- 
k-ge  of  stopping  at  the  nearest  station  with  a  cotton 
ci impress  to  be  grade<l  and  comprcsseil.  The  coun- 
ttqwirt  of  this  practice  in  the  North  is  "milling  in 
transit."  When  compressed,  cotton  commands  lower 
nitt*s  of  transiK)rtation  by  rail  and  by  water;  and 
when  graded,  money  can  Ix*  lx)rrowed  upon  the  bills 
of  lading.  The  practice  of  floating  cotton  obviously 
did  away  with  the  former  ntressity  of  si-nding  cot- 
ton to  New  ( )rleans,  Memj)his  and  other  dominant 
primar)'  cotton  markets,  for  the  puqH)se  either  of 
having  it  comprrssi^d  or  of  lM)rrowing  money  upon 
it.      It  interfen-d  with  old  cstabli>hitl  interests  and 


266  RAILWAY  RATES 

led  to  several  complaints  before  the  Interstate  Com- 
merce Commission* 

The  Railroad  Commission  of  the  State  of  Texas, 
in  turn,  looks  askance  at  the  low  ton-mile  rates  on 
Texat  seeks  indi-  ^otton  from  points  in  Texas  to  New- 
redly  lo  reguiau  port  News,  Baltimore,  Phfladelphia, 
inierstau  Omt-  New  York  and  Boston.  It  contends 
''^^*  that  the  Texan  Gulf  ports  are  the  nat- 

ural route  for  Texan  cotton,  and  that  the  low  ton- 
mile  rates  to  the  Atlantic  seaboard  "force  commenx 
out  of  its  natural  channel  and  prevent  the  buflding  up 
of  commercial  cities  on  our  [Texan]  cojist,  thus  de 
priving  the  State  of  its  legitimate  commercial  ad- 
vantages, and  of  the  wealth  and  revenues  which 
would  result  from  allowing  the  commerce  to  go  by 
the  cheapest  line  of  transportation."  For  some  time 
after  this  Commission  was  established,  it  entertained 
the  idea  of  prescribing  uniform  mileage  rates  for  the 
transportation  of  cotton  carried  as  intra-State  traffic; 
but  when  it  found  that  its  scheme  would  not  merely 
affect  New  York  and  Boston,  but  would  "revolu- 
tionize the  commercial  map  of  Texas  so  far  as  the 
cotton  trade  was  concerned,"  and  would  bring  down 
on  the  Commission  itself  a  storm  of  local  protests, 
it  abandoned  the  project  f  so  far  as  intra-State  traffic 

•  Dfcisiom  of  the  InUrsfatt  Commera  CeMinissioH,  Vol  YIII,  In  At 
Matter  of  Alleged  Unlavifui  Raits  and  Practices  in  the  TranifortatieH  tf 
CoUon  fy  Iht  Kansas  City,  Memphis  and  Birmingham  Railraad  Ca,,  and 
Others,  March,  1899. 

t  TAird  and  Fourth  Annual  Reports  of  the  Railroad  Cemmimom  fat 
At  Slate  of  Texas,  foi  the  yeui  1S94  and  1895. 
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is  concerned.  But  the  Commission  comparatively 
recently  has  warned  the  railways  not  to  carry  cotton 
too  cheaply  to  New  Orleans  and  other  ''foreign'' 
ports,  lest  the  Commission  be  obliged  to  punish  them 
by  using  its  power  to  fix  rates  on  intra-State  traffic  in 
such  a  way  as  to  reduce  seriously  the  earning  power 
of  the  raflways. 

In  those  southern  States  in  which  cotton  manufac- 
turing has  been  established  *  the  belief  is  rather  com- 
mon that  the  low  through  rates  on  cotton  shipped  to 
the  North,  for  export  or  domestic  consumption,  cause 
the  raOwa)^  to  keep  the  local  rates  high  and  thus 
injure  the  southern  mills.  This  belief  is  the  more 
strongly  and  commonly  held  inasmuch  as  in  some 
instances  the  rates  from  primary  collecting  points 
to  southern  consumption  points  arc  absolutely  higher 
than  the  rates  to  northern  points.  In  1900,  for  ex- 
ample, the  rates  on  cotton  from  Memphis  to  Boston 
and  New  York  were  resixxtively  55 J  cents  and  57 J 
cents ;  whereas,  at  the  same  time,  the  rates  from  Mem- 
phis to  the  mills  in  the  Carolinas  were  59}  cents. 
One  reason  for  this  anomaly  was  that  comj)ctition  for 
traffic  to  Boston  and  New  York  was  keen,  owing  to 
the  fact  that  the  overland  traflk  in  cotton  to  north- 
ern points  was  carried  larpcly  in  cars  that  had  brought 
grneral  freight  S4)Uth  and  had  to  carr>*  cotton  or  re- 
turn empty.  .XnothiT  rias^m  was  that  the  northern 
r«ads  threatenefl  a  rate  war.  if  the  southern  roads 

*  CumpATc  fuuC-Dutc  uo  p.  idiL 
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lowered  their  Memphis-Carolina  rates  to  correspond 
with  their  own.  But  still  a  further  reason,  and  the 
chief  one,  was  that  the  railroads  leading  to  the  Caro- 
lina mills  were  loath  to  reduce  the  through  rates  from 
Memphis,  because  they  feared  the  reduction  would 
be  used  against  them,  by  public  opinion  and  State 
railroad  commissions,  to  compel  a  lowering  of  the 
local  rates  on  cotton  from  points  near  at  hand  *  As 
they  are  not  financially  strong,  the  southern  roads 
do  not  feel  justified  in  making  reductions  in  local 
rates  which  would  not  meet  with  quick  response 
in  growth  of  traffic,  thus  speedily  compensating 
them  for  the  initial  loss  in  revenue  from  the  direct 
effect  of  the  reductions;  and  what  they  do  not  care 
to  do  at  their  own  discretion  they  naturally  do  not 
like  to  have  forced  upon  them.  This  subject  of 
through  and  local  rates  on  cotton  hauled  to  the  south- 
em  mills  we  shall  discuss  again. 

The  history  of  the  iron  industry  in  the  United 
States  affords  several  striking  examples  of  changes 
The  United  states  which  meant  the  building  up  of  prop- 
contrasted  with  erty  values  and  business  interests 
Germany  j^^   ^^^   region  and  a  slackening  in 

their  rate  of  growth,  or  even  in  some  cases  their  com- 
plete destruction,  in  another.    It  suggests  in  a  strik- 


♦  See  Retort  of  the  Industrial  Commission  on  Transportation,  VoL  IX, 
testimony  of  Mr.  J.  S.  Davant,  Commissioner  of  the  Memphis  Freight 
Bureau;  also  the  testimony  of  Mr.  S.  C.  Dunlap. 
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ing  manner  how  the  development  of  this  country 
would  have  been  paralyzed,  had  we  entered  upon  the 
federal  regulation  of  railway  rates  at  the  close  of  the 
Civil  War,  and  had  we  thus  been  drawn  into  the  con- 
flict of  sectional  interests  into  which  Germany  has 
been  drawn  —  a  conflict  which  would  ultimately 
have  forced  the  Government  of  the  United  States, 
as  it  has  forced  that  of  Prussia,  to  announce  that 
it  could  not  adjust  rates  in  such  a  way  as  to 
give  free  play  to  the  natural  advantages  possessed 
by  one  place  or  region  over  another  in  the  pro- 
duction of  iron  and  steel,  lest  the  Federal  Govern- 
ment be  charged  with  preferring  one  region  to 
another. 

The  first  of  the  changes  in  the  iron  and  steel  in- 
dustry —  a  phase  of  the  progressive  shifting  of  the 
industry  from  East  to  West  —  came  about  through 
the  substitution  of  anthracite  coal  for  charcoal  in  the 
smelting  of  iron  ores.  The  anthracite  process  was 
introduced  in  the  last  years  of  the  thirties  and  in 
the  early  forties.  Among  other  early  effects  of  this 
change  in  the  industry  was  the  passage  of  the  tariff 
bill  of  1842,  materially  raising  the  protective  duties 
on  iron,  which  resulted  in  the  erection  of  many  new 
charcoal  furnaces,  most  of  which  had  to  be  abandoned 
a  few  years  later. 

The  second  revolutionary  change  in  the  manufac- 
ture of  crude  iron  came  about  through  the  substitu- 
tion of  bituminous  coal  (in  the  form  of  coke)  for 
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anthracite.*    This  substitution  was   primarily  the 
result  of  the  greater  cheapness  and  effectiveness  <rf 
new  processes  of  smelting  by  means  of  coke,  but  it 
was  powerfully  furthered  by  the  movement  of  the 
centre  of  population  to  the  west  of  the  Appalachian^ 
where  were  situated  the  great  deposits  of  coke-mak- 
ing bituminous  coal,  and  by  the  active  competitka 
of  mine  owners  and  railways  in  opening  bituminous 
coal  lands  and  marketing  their  products.     "The use 
of  soft  coal  which  had  begun  before  i860  became 
rapidly  greater.    Already  in  1872  it  was  important;    : 
and  from  year  to  year  it  grew.    In  the  periodic  oscH-    I 
lations  between  activity  and  depression,  which  maii    j 
the  iron  trade  more  distinctively  than  any  other  in-    '■ 
dustry,  anthracite  iron  shrank  sensitively  in  the  slad    1 
periods,  and  barely  regained  its  own  in  the  succeediif 
periods  of  expansion.    Bituminous  or  coke  iron,  on 
the  other  hand,  held  its  own  during  the  hard  times, 
and  advanced  by  leaps  and  bounds  with  each  reri- 
yalof  activity.    In  1875,  for  the  first  time,  its  output 
exceeded  that  of  the  rival  eastern  fuel,  and  sinCfe  that 
date  the  huge  advance  in  the  iron  product  of  the 
United  States  has  been  dependent  on  the  use  of 
coke."t 

While  the  displacement  of  the  anthracite  iron  of 
eastern  Pennsylvania  by  the  bituminous  iron  of  west- 

*  Thii  dUcuraian  of  the  Ikter  changei  in  the  iron  indnttr^  of  the  Uniteo 
States  ii  bued  upon  Profcvor  F.  W.  Taui^i  atticlet  in  the  QmirUriy 
Journal  of  Econtmiet  for  Febnuif  and  Augnit,  1900. 

t  Tauuig,  Art.  I,  p.  146. 
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em  Pennsylvania  was  still  going  on,  two  new  iron 
centres  were  arising,  one  farther  West  and  one  in 
the  South.  As  a  result  of  the  development  of  the 
vast  steel-making  ore  deposits  of  the  Lake  Superior 
region  and  of  the  foundry  iron  deposits  of  the  South, 
the  iron  and  steel  industry  of  the  Pittsburg  district 
(though  it  benefited  most  of  all)  was  compelled  to 
share  with  rivals  the  growing  trade  of  the  country. 
From  1880  to  1898  the  pig-iron  production  of  Ohio, 
Indiana  and  Illinois  increased  from  730,000  tons  to 
3,352,000  tons;  that  of  Alabama,  Georgia,  Tennes- 
see, Virginia  and  Maryland  from  238,000  to  1,785,000 
tons;  that  of  western  Pennsylvania  from  772,000  tons 
to  4,435,000  tons.  During  these  same  years  the  out- 
put of  pig  iron  of  eastern  Pennsylvania,  New  York 
and  New  Jersey,  of  late  years  smelted  by  a  mixture 
of  anthracite  and  coke,  declined  from  1,610,000  tons 
to  1,431,000  tons.* 

The  next  important  change  in  the  American  iron 
industry  took  place,  as  regards  the  mining  side  alone, 
in  the  Lake  Superior  iron  region  itself.  As  late  as 
1890  what  is  now  known  as  the  Mesabi  iron  field 
was  "a  trackless  waste."  In  that  year  the  Mar- 
quette, Gogebic  and  Vermillion  fields  produced 
6,720,000  gross  tons  of  ore,  mostly  suitable  for  mak- 
ing Bessemer  steel.  The  first  of  these  fields  had  been 
exploited  on  a  considerable  scale  from  1873  onward, 
the  second  and  third  from  1884.    Besides  these  fields 

*  Taussig,  Art.  I,  p.  164. 
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of  the  Lake  Superior  iron  region  proper,  there  is  the 
Menominee  field,  farther  to  the  eastward  and  nearer 
the  lake  than  the  others,  but  producing  for  the  most 
part  ores  not  of  Bessemer  quality.  Its  output  in  1890 
was  2,282,000  tons.  In  1892  the  Mesabi  fields  were 
opened  by  a  railway  from  Duluth,  and  by  1895  they 
had  distanced  all  the  neighboring  rivals.  Mesabi 
ores  are  about  half  of  Bessemer  quality,  are  mined 
in  open  cuts  by  steam  shovels,  and  have  a  haul  of 
about  100  miles  to  the  lake.  During  the  depression 
following  the  crisis  of  1893,  the  output  of  the  Mar- 
quette and  Gogebic  fields  fell  oflF,  as  compared  with 
1890,  from  5,840,000  tons  to  4,646,000  tons  in  1895; 
while  that  of  the  Vermillion  range  rose  from  880,000 
tons  to  1,079,000  tons,  and  the  output  of  the  Mesabi 
range  mounted  from  600,000  tons  in  1893  to  about 
1,800,000  tons  in  1894  and  to  2,781,000  tons  in  1895.* 
It  is  one  of  the  surprises  of  American  industry  i(X 
foreigners  that  iron  ore  should  be  converted  into  pig 
iron  and  steel,  and  steel  should  be  fashioned  into 
rails,  bridges,  plates,  wire,  nails  and  structural  forms 
for  building  at  Chicago,  Joliet  and  Milwaukee  — 
places  with  no  strictly  natural  local  advantages. 
But  these  places  have  easy  access  to  important 
western  markets;  and  the  railways,  supplement- 
ing the  lake  steamers,  are  as  ready  to  make  them  the 
meeting-places  for  Lake  Superior  ores  and  western 
Pennsylvania  coke  as  they  are,  on  the  other  hand,  to 

*  See  Taussig,  Art.  I,  p.  152. 
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haul  the  ores  from  the  Lake  Erie  ports  to  the  coke 
of  the  Pittsburg  district.  "Whether  the  ore  goes 
to  the  coal  or  the  coal  meets  the  ore  halfway,  one  or 
both  must  travel  a  long  journey  by  land  as  well  as 
by  water.  One  or  both  must  be  laden  and  unladen 
several  times.  A  carriage  of  800,  900  or  over  1000 
miles  must  be  achieved,  with  two  separate  hauls  by 
rail.  Fifty  years  ago,  even  twenty  years  ago,  it  would 
have  seemed  well-nigh  impossible  to  accomplish  this 
on  a  great  scale  and  with  great  cheapness.  The 
geographical  conditions  on  which  a  large  iron  in- 
dustry must  rest  were  supposed  by  Jevons,  in  1866, 
to  be  the  continuity  of  iron  and  coal.  But  here  are 
supplies  of  the  two  minerals  separated  by  a  thousand 
miles  of  land  and  water,  and  nevertheless  combined 
for  iron  making  on  the  largest  scale  known  in  the 
world's  history."* 

Contrast  the  elasticity  and  adaptability  of  the 
American  system  of  transportation,  which  permits 
such  stupendous  changes,  with  the  German  system. 
Recall  the  fact  that  since  1886  the  Prussian  Govern- 
ment has  refused  to  make  rates  that  would  allow 
the  iron  ores  of  Alsace-Lorraine  to  move  freely  to 
where  the  best  coking  coal  is  produced,  and  that  con- 
sequently, of  late  years,  the  iron  industries  of  the  Ruhr 
district  have  had  to  draw  more  and  more  upon  the 
deposits  of  Spain  and  Sweden  coming  by  water.  Nor 
are  the  railways  in  Germany  permitted  to  carry  coke 

•  Taussig,  Art.  I,  pp.  154-15$. 
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freely  to  the  ores.  The  man  who  should  propose  to 
let  the  Ruhr  coal  and  the  Swedish  ores  meet  at  Ham- 
burg, or  the  Swedish  ores  and  the  Silesian  coal  meet 
at  Danzig,  would  probably  be  looked  upon  as  a  most 
dangerous  innovator  —  a  public  enemy  bent  on  dis- 
sipating the  State  revenue  and  on  subverting  estab- 
lished industry. 

Let  us  ask  ourselves  again  what  would  have  hap- 
pened to  our  steel  and  iron  industry  and  to  our  politics, 

The  Umttd  stales  ^^^  ^he  Federal  Government  been 
escapes  German fs  dragged  into  the  question  of  what  are 
Unhappy  Ex-  relatively  reasonable  rates  on  coke  from 
f^^^^  Connellsville,  Pa. ,  to  Joliet ,  111. ,  and  on 

iron  ores  from  the  Lake  Superior  region  to  Connells- 
ville. That  is  precisely  the  parallel  of  the  question 
that  for  twenty  years  has  hampered  the  development 
of  Germany's  steel  and  iron  industry. 

Speaking  of  the  rail  part  of  the  work  of  assembling 
iron-making  materials  in  the  United  States,  Professor 
Taussig  has  said:  "What  has  been  done  for  grain, 
for  cotton,  for  coal,  for  all  the  great  staples,  has  been 
done  here  also,  and  here  perhaps  more  eflfectivcly 
than  anywhere  else ;  the  plant  has  been  made  larger 
and  stronger,  the  paying  weight  increased  in  pro- 
portion to  the  dead-weight,  the  ton-mile  expense 
lessened  by  heavier  rails,  larger  engines,  longer  trains, 
and  easier  grades,  the  mechanism  for  loading,  un- 
loading, transshipping,  perfected  to  the  last  degree, 
or  to  what  seems  to  be  the  last  degree  until  y^t 
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another  stage  toward  perfection  is  invented.  And 
evidently  here,  as  elsewhere,  the  process  has  been 
powerfully  prompted  by  unhampered  trade  over  a  vast 
territory,  and  the  consequent  certainty  that  costly 
apparatus  for  lengthened  transportation  will  never 
be  shorn  of  its  effectiveness  by  a  restriction  in  the 
distant  market.*  .  .  . 

"And  this  [the  improved  transportation]  has  been 
probably  the  one  single  cause  which  has  counted  for 
most  in  promoting  the  growth  of  the  iron  industry. 
Through  it  that  industry  in  the  United  States,  so  far 
from  having  to  deal  with  obdurate  and  limited  fuel, 
and  ores  of  no  special  excellence,  has  been  able  to 
bring  together  unlimited  supplies  of  both  materials 
on  easy  terms  and  in  perfect  quality.  How  much 
such  easy  command  of  proper  materials  tells  is  shown 
by  the  growth  of  the  iron  manufacture  in  Alabama 
and  the  adjoining  southern  region.  Here  the  close 
contiguity  of  coal  and  iron  has  caused  a  great  in- 
dustry to  develop  with  extraordinary  rapidity,  in  the 
face  of  difficult  social  conditions  and  of  the  compe- 
tition of  the  strong  and  comparatively  old  industry 
in  Pennsylvania.  The  cheapening  of  transportation 
has  given  Pennsylvania  herself  the  equivalent  of 
contiguous  ore  and  coal,  and  has  been  the  main 
factor  in  promoting  the  advance  of  her  iron  indus- 
try also."t 

A  further  aspect  of  the  whole  subject  is  freedom 

•  See  Tftudg,  Art.  I,  p.  157.  t  Art.  II,  p.  48G. 
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and  rivalry  in  marketing  the  iron  product  After 
the  materials  are  assembled  and  converted  into 
crude  iron  and  steel,  the  leading  centres  of  the  in- 
dustry sell  into  all  parts  of  the  country,  for  the  whole 
country  (with  some  minor  reservations)  is  one  great 
common  market  for  them  all.  In  Germany,  on  the 
other  hand,  each  of  the  three  leading  iron-producing 
centres  has  practically  its  own  local  and  exclusive 
market.  The  reason  has  been  made  abundwtly 
plain.  If  the  manufacturer  of  iron  and  steel  in 
Alsace-Lorraine  would  sell  into  northern  and  east- 
em  Germany,  he  must,  as  it  were,  send  his  product 
out  by  the  back  door  —  he  must  ship  it  by  way  d 
the  French  and  Belgian  canals  to  the  North  Sea  and 
thence  to  the  Baltic. 

That  simOar  conditions  might  exist  in  the  United 
States  also,  were  it  not  for  the  Constitution  and  the 
Ameriean  Poiaics  courts,  is  perfectly  possiblc.  We  arc 
not  unlike  not  to  take  our  free   trade   in  iron 

Gerinan  ^^^  gjgg|  ^^^  jj^^jj.  constituent  ma- 

terials for  granted,  even  in  the  absence  of  internal 
customs  barriers.  We  have  other  light  upon  the 
matter  besides  the  experience  of  Germany.  It  is 
notorious  that  our  external  customs  barrier  has  been 
manipulated  by  some  domestic  iron  interests  with  a 
view  to  hampering  others.  Such  conflict  of  interest 
has  been  strikingly  set  forth  by  Professor  Taus- 
sig:— 

*'At  Sparrow's  Point,  near  Baltimore,  one  of  the 
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great  steel  companies  [the  Pennsylvania  Steel  Com- 
pany] has  erected  large  works,  where  iron  and  steel 
are  made  from  ore  brought  in  cheaply  by  sea  from 
mines  owned  by  the  company  in  Cuba.  The  coal 
comes  from  the  Appalachian  chain,  chiefly  from  the 
Pittsburg  region,  meeting  the  ore  halfway,  as  is  the 
case  with  the  Ohio  and  Illinois  works  in  the  Central 
region.  The  representatives  of  this  company  have 
pleaded  strongly  for  free  ore  before  Congressional 
committees,  and  of  course  have  met  the  opposition, 
hitherto  successful,  of  the  Lake  Superior  mine  own- 
ers. .  .  .  The  effect  of  this  part  of  the  iron  duties 
is  perfectly  simple.  The  Lake  Superior  ore  made 
its  way  farther  eastward  than  it  would  otherwise 
have  done.  The  Cuban  and  other  foreign  ore  was 
handicapped  by  just  the  amount  of  the  tariff  tax, 
and  the  iron-master  near  the  seaboard  had  to  pay  so 
much  more  for  this  part  of  his  material.  .  .  .  Had 
Cuba  been  a  part  of  the  United  States,  its  mines . 
would  have  been  welcomed  as  enriching  the  natural 
resources  of  the  country ;  but,  being  outside  the  pale, 
the  persons  owning  the  Lake  Superior  mines  were 
able  to  bolster  theu:  opposition  to  this  particular 
competition  by  the  appeal  to  national  prejudice. 
Had  the  Mesabi  and  Vermillion  mines  on  Lake  Su- 
perior been  a  little  on  the  Canadian  side  of  the  border, 
instead  of  being  just  on  the  American  side,  a  very 
effective  fight  against  them  would  have  been  made 
on  the  same  ground  —  and  who  can  say  with  what 
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outcome?  —  by  the  owners  of  the  other  mines  aa 
the  lake." 

It  is  by  no  means  necessary  in  the  United  States  for 
a  source  of  supply  to  be  on  foreign  soil  and  subject  to 
the  play  of  "  national  prejudice,"  in  order  to  have  the 
spirit  of  protectionism  invoked  against  it.  Manu- 
factures produced  in  the  E^t  and  marketed  in  Cali- 
fornia, Oregon  and  Washington  are  made  and  sold 
under  the  same  flag.  Nevertheless,  it  is  a  matter  of 
common  report  that  the  Pacific  coast  manufacturers 
desire  to  get  a  member  of  their  own  on  the  Interstate 
Commerce  Commission,  in  order,  if  possible,  to  regu- 
late the  westward  transcontinental  rates  to  their  pe- 
cuniary advantage.  Instances  of  this  sort  in  different 
parts  of  our  country  can  be  multiplied.  Some  of 
them  have  been  given,  and  others  wOl  appear  as  we 
proceed.  The  fact  is  that  in  every  large  countiy 
there  is  a  constant  tendency  toward  interprovincial 
protection,  which  is  effectually  counteracted  only  by 
the  absence  of  opportunity  for  realization.  If  it  were 
possible  under  our  Constitution  to  have  interstate 
revenue  imposts  on  commerce,  they  would  certainly 
have  been  made  protective,  as  well  as  revenue-raising, 
long  ago.  Interstate  charges  for  the  transportation 
of  goods  on  the  railways  we  must  have ;  but  to  keep 
them  non-protective  (in  the  obstructive  sense)  they 
must  be  kept  out  of  politics.  This  means  that  they 
must  be  kept  in  business,  under  private  control.  In 
the  conflicts  of  interest  which  are  a  necessary  incident 
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of  progress,  few  men  practise  a  broad  and  liberal 
patriotism,  when  interest  aflonls  the  incentive  and 
institutions   afford    the  opportunity   to  do   other- 


CHAPTER  IV 

THE  ADJUSTMENT  OF  RAILWAY  RATES 

The  primary  grain  markets  are  those  raQway  cen- 
tres into  which  the  grain  of  the  sujplus  grain  States 
is  concentrated  in  the  first  stage  of  its  movement  after 
leaving  the  producer.  The  ten  most  important  ones 
are  Chicago,  Minneapolis,  Duluth-Superior,  St.  Louis, 
Milwaukee,  Toledo,  Kansas  City,  Peoria,  Cincinnati 
and  Detroit.  They  are  located  on  the  circumference 
of  an  irregular  circle,  inside  of  which  are  thousands  of 
shipping-points  into  which  the  grain  is  gathered  from 
the  farms.  From  each  of  the  primary  markets  radi- 
ates a  fan-shaped  network  of  railway  lines.  From 
Chicago,  for  example,  21  lines  reach  southward,  west- 
ward and  northward,  over  territory  in  which  other 
roads  compete  radiating  from  other  primary  markets. 
Twenty-seven  systems  radiate  from  Kansas  City,  ten 
from  Minneapolis,  twenty-five  from  St.  Louis  and 
equally  large  numbers  from  the  other  primary 
markets.  The  situation  is  such  that  the  intensity  of 
competition  among  the  grain  carriers  increases  with 
the  distance  from  the  circumference  of  the  circle  of 
primary  markets  toward  the  centre  of  the  surplus 
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wheat-producing  area.  There  is  no  considerable  ter- 
ritory that  has  not  the  choice  of  two  or  more  primary 
markets.  In  other  words,  while  the  grain  of  a  par- 
ticular area  will  usually  go  to  a  particular  market,  it 
will  immediately  flow  elsewhere,  if  the  price  of  that 
market  becomes  the  least  bit  too  low  as  compared 
with  other  markets.  A  given  area  may  be  tributary 
to  Chicago  to-day,  to  St.  Louis  to-morrow  and  to 
Kansas  City  the  day  after.  This  result  inevitably 
follows  from  the  fact  that  the  various  primary 
markets  are  simply  strategic  points,  through  which 
the  distributing  or  marketing  centres  on  the  Atlantic 
coast,  the  Gulf,  the  Great  Lakes  and  the  St.  I^w- 
rence  compete  with  one  another  for  the  {Kirtition  of 
the  traffic  ♦ 

This  comjx^tition  between  the  primar)'  markets  and 
their  several  railways,  on  the  one  hand,  and  between 
the  rival  export  harlK)rs  and  their  Sf.'veral  railways,  on 
the  other  hand,  necessitates  a  complicated  division 
of  the  traffic.  In  the  first  place,  the  total  grain  traffic 
must  Ixr  apjx)rtioned  among  the  primary  markets.  In 
the  next  place,  the  traffic  assigned  to  any  market,  siiy 
Chicago,  must  \x  divided  among  the  lines  sen*ing 
that  market  —  in  the  case  of  Chicago,  21  in  numlxT. 
Finally,  the  grain  collirte<l  at  the  primary  markets 
must  be  ap|)ortioni*d  among  the  rival  |K)rts  on  the 

•  A'ef^rt  ef  tht  lnJu't*\il  i\^mm\\\i  n  .'»f  /4.'  /'.■  .*r;*ufi.'n  ./'  /.irm 
/V,.ia».//.  <  I'nij  arr  i-^jir.  mIU  l\.r  iii.i;-  pr-  ;  i*  1  ^\  'h'  <  •;.r.ii  I>  {•.ittiiu-nl 
<4  Arrof'-jr  aiiil  <<•.  r>>r  thr  |i-.ir)M«M:  *-t  itlu^ttalKi^  iIk-  U-rrit-'rial  (.t'ni|icUtuin 
1^  ^uiiAr>  markcU. 
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Atlantic  from  Montreal  to  Galveston,  and  the  traffic 
assigned  to  each  port  must  be  once  more  divided 
among  the  different  lines  leading  to  each  port. 

These  divisions  of  the  traffic  among  the  rival  mar- 
ket centres  and  among  the  railways  serving  each 
centre  are  made  upon  the  basis  of  the  relative  ability 
of  the  different  centres  and  the  different  raflways  to 
get  traffic  under  the  operatiori  of  unrestricted  compe- 
tition. It  has  been  not  the  least  of  the  many  surprises 
of  our  raOway  history  that  our  railway  managers  have 
been  able  to  gauge  the  relative  strength  of  rival  mar- 
kets and  of  rival  railways  with  almost  mathematical 
precision.  Rarely,  indeed,  has  the  distribution  of  the 
traffic,  during  even  the  fiercest  arid  most  prolonged 
rate  war,  differed  materially  from  the  distribution 
during  the  period  of  comparative  quiet  preceding  the 
war.  But  that  does  not  mean  that  the  questions  can 
always  be  settled  without  recourse  to  a  rate  war. 
The  conflicts  of  interest  involved  between  the  several 
railways  and  —  be  it  not  forgotten  —  the  several  cities 
arc  so  fierce  that  oftentimes  nothing  but  an  exhausting 
contest  can  settle  them. 

When  the  railroads  competing  for  a  given  traffic 
have  agreed  upon  the  division  of  that  traffic,  either 
with  or  without  a  rate  war,  they  adjust  the  railway 
rates  with  a  view  to  making  the  traffic  go  to  the  various 
points  and  by  way  of  the  several  railways,  in  accord- 
ance with  the  agreed  division  of  traffic.  If  it  shouH 
be  found  that  some  of  the  rates  have  been  malad- 
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justed,  ihcy  arc  corrected  without  delay.  The  course 
of  the  traflfic  is  watched  fmm  day  to  day,  and  read- 
justments of  rates  are  continually  made  to  allow  for 
disturbing  factors,  such  as  the  building  of  a  new  line 
or  the  improvement  of  an  old  one.  Oftentimes  it 
proves  imfxissible  to  make  the  readjustment  amicably, 
and  in  that  case  the  ]K>int  at  issue  is  once  more  settled 
by  means  of  a  rate  war. 

The  relative  rates  prevailing  on  the  difTerent  rail- 
ways and  to  the  different  market  centres  are,  however, 
not  the  sole  factors  in  determining  the  course  of  traffic. 
The  energ)'  and  success  of  the  merchants  at  the 
srvcral  markets  in  bidding  for  the  comix*lilive  traffic 
alsci  an'  im|x>rtant  factors.  For  example,  should  the 
grain  dealers  at  Chicago  and  Minnea]K)lis  combine 
to  restrict  their  comfR'tition  for  the  grain  of  the  ter- 
ritc>r>'  normally  tributary  to  Chicago  and  Minneapolis, 
the  price  of  grain  in  the  lerrilorj*  in  question  would 
soon  come  to  Ix'  a  fraction  of  a  cent  out  of  line 
with  the  price  in  the  terrilor}-  iribular)-  to  the  other 
primary  markets.  Ver\-  shortly  bidders  wouM  apjXMr 
fmm  St.  Louis  and  Kans;is  Cilv  in  the  Southwest  and 
Duluth  in  the  Northwest,  and  the  anomaly  in  price 
Would  Ix  corrected.  The  grain  dealer  of  today 
figures  in  eighths,  sixlirnths  and  thirty  seconds  of  a 
Cc-nt  a  Inishel. 

Thr  stor>'  of  thr  coIKrtion  of  the  sur])lus  grain  at 
the  primar>*  markt-t^  and  of  tin-  siil»M'i|iunt  distribu- 
tion to  the  tonsumiT  \\\h\\\  the  Allanlic  si*alx)ard,  the 
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consumer  at  the  South  and  the  consumer  in  Europi 
NkeAdjHstnuia  is  summed  up  in  one  word— comie 
ef  American  titioD.  That  Competition  between  Tiva 
Ft^m  Prkts  to  whcat-gTow  "ng  rcgioDS,  rival  raflways 
^""^^  and  rival  marketing  and  distributinf 

centres  adjusts  the  price  of  wheat  upon  the  farms  of 
the  United  States  to  the  price  of  wheat  in  the  wcdd's 
markets  with  a  nicety  not  even  distantly  approached 
in  other  countries.  The  restriction  upon  competi- 
tion between  markets  which  is  the  inevitable  re- 
sult of  Government  regulation  of  railway  rates  —  in 
Germany  and  Russia,  for  example  —  causes  the 
phenomenon  of  local  prices  for  wheat  and  other  agri- 
cultural produce.  In  such  cases  prices  over  la^ 
areas,  and  for  comparatively  long  periods  of  time, 
will'  be  out  of  line  with  the  world's  price,  simplj 
because  of  the  inelasticity  of  railway  rates. 

Upon  turning  from  the  marketing  of  wheat  to  the 
marketing  of  poultry,  e^s  and  dairy  products,  one 
finds  that  Pittsbxug,  Cincinnati,  St.  Louis,  Kansas 
City,  Chicago  and  the  Atlantic  seaboard  cities  are 
competing  markets  for  the  poultry,  eggs  and  dairy 
products  of  the  Ohio  and  the  Mississippi  valleys. 
The  railway  rates  from  this  common  territory  to  these 
rival  markets  all  have  to  be  adjusted,  one  to  the  other. 
Furthermore,  the  wholesale  prices  in  these  markeK 
all  have  to  be  adjusted  to  one  another.  For,  although 
certain  areas  within  the  region  in  question  are  nor- 
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If  tributary  to  certain  markets  rather  than  to 
1%  each  market  is  a  potential  bidderi  if  not  an 
al  bidder,  throughout  the  whole  r^;ion  in  ques- 
.  Any  lagging  in  the  adjustment  of  prices  in  one 
BD  is  inunediately  corrected  by  more  active  bid- 
[  from  the  other  markets.* 
he  sources  of  the  live-stock  supply  of  the  United 
es  are  Texas,  Arkansas,  OUahoma,  the  Indian 
^mimtf  Territory,  Arizona  and  New  Mexico 
)mmikt  in  the  Southwest,  and  Montana, 
jrAMiMff  Wyoming,  the  Dakotas  and  Cob- 
>  in  the  Northwest.  The  range  cattle  fnxn 
e  two  regions  are  fattened  and  prepared  for  mar- 
by  corn-feeding  in  the  great  com  belt,  consisting 
be  States  of  Missouri,  Kansas,  Nebraska,  Iowa 

Illinois.  They  are  brought  from  the  range  to 
Eum  in  the  com-bclt  by  way  of  the  cattle  markets 
ksnsas  City,  St.  Louis,  St.  Joseph  and  Omaha. 

first  two  markets  are  nearest  to  the  southwestern 
^  the  last  two  are  nearest  to  the  northwestern 
)ly  of  range  cattle.  Each  market  also  has  spt- 
advantages  in  reaching  some  section  or  sections 
Itt  com  belt  where  com  is  fed  upon  the  farms  to 
lange  cattle.  But  each  one  of  these  markets  has 
m  to  each  of  the  ranges,  as  well  as  to  the  whole 
I  belt,  and  there  is  the  keenest  competition  be- 
»  them  for  the  business  of  buying  range  cattle 

It§f99^  9f  tkt  InJmiirial  C^mmuthm  em  M/  Diiirikmtum  0/ 
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and  sending  them  to  the  farm  to  be  prepared  for  the 
block.  The  distribution  of  this  business  between 
these  competing  markets  depends  upon  the  Ttspdc- 
tive  equipments  of  these  markets  with  railways  lead- 
ing to  the  ranges  and  to  the  com  belt  respectively, 
upon  the  freight  charges  prevailing  upon  the  raflways 
in  question  and  upon  the  prices  to  be  obtained  far 
range  cattle  in  each  of  the  markets. 

This  competition  for  the  marketing  of  the  range 
cattle  is  growing  keener  as  the  development  of  the 
country  proceeds.  For  instance,  the  use  of  certain 
by-products  of  the  cotton-seed  oil  industry  as  cattle 
fodder  is  establishing  the  range  cattle-feeding  indus- 
try and  the  packing  industry  in  Texas,  and  thus  is 
adding  one  more  to  the  number  of  markets  compet- 
ing for  the  range  cattle.  Again,  the  planting  of  Kaf- 
fir and  milomaize  in  northwestern  Oklahoma,  the 
Panhandle  of  Texas  and  the  Staked  Plain  is  making 
the  latter  region  into  a  competitor  of  the  com  belt 
in  the  preparation  of  range  cattle  for  the  block.  Still 
again,  the  growth  of  population  on  the  Pacific  coast 
and  the  export  trade  to  the  Orient  promises  to  make 
the  Pacific  coast  a  formidable  competitor  for  the 
cattle  of  the  northwestern  ranges. 

For  the  cattle  that  have  been  fattened  for  the  block 
the  great  slaughtering  establishments  at  Chicago, 
St.  Louis,  Kansas  City,  St.  Joseph  and  Omaha  are 
competitors.  In  former  years  the  slaughtering  es- 
tablishments on  the  Atlantic  seaboard  also  were  for- 
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midable  com|x?titors.     But  competition  has  become 

»  keen  in  the  business  of  packing  beef  that  it  has 

become  comparatively  unprofitable  to  ship  cattle  on 

the  hoof.     Each  vear  the  number  of  live  cattle  sent 

to  the  sealxxinl   for  domestic  consumption  gn)\vs 

smaller,  while  the  shipments  of  dressed  beef  from  the 

West  grow  larger.     Even  Chicago  feels  the  change 

^1  is  losing  its  ascendency  in  the  packing  business, 

jusi  as  it  has  alreadv  lost  its  ascendcncv  in  the  bu.si- 

n«s  of  shipping  to  market  the  wheat  and  flour  raised 

tn  the  interior  of  the  United  States.* 

Upon  turning  from  the  farming  and  the  live-stock 
industries  to  the  lumlKT  industrv,  one  finds  the  sjime 
^omjietitifm  for  the  market,  with  the  resulting  new!  of 
*he  adjustment  of  railway  rates  l)etween  many  con- 
flicting interests.  In  the  markets  of  New  England 
ta«i  the  northern  .Atlantic  Si*al)oanl  comjKie  the 
spruce  and  the  hemlock  of  Maine,  the  white  pine  of 
\Iinni^)ta  and  the  yellow  pine  of  the  tier  of  States 
raniring  from  Texas,  .Arkansas  and  the  Indian  Terri- 
Inry  in  the  Southwest  to  ( leorgia  in  the  Southeast.  In 
the  markets  of  Ohio,  Indiana  and  Illinois  the  hanl- 
wrKvls  of  the  Mid<lle  West  comju'te  with  the  hanl- 
wriorls  of  Krnturkv,  Tennessee  an<l  .MaKima.  The 
trct'lc-ss  States  of  the  Middle  West  are  the  meeting- 

•    7"4/     ^um*m^r\    .-^  <  .•»;»n."..'   .tn.i  /tn:*t.f,    l.iii.nrv,  |i»c»l  :    A>,*.'*.' 
#/  rt/    /•-/«•/' |.j/   f'  "  •n'f  ;    •!       »r     .•■■.-    .'  I  .'   I    •«.'     M  /.;••»/    /*/.■<  :m./ 

A»i    Mr.   j    hn   ^     *  r.*»ll   m    /';.•■•■   .;»i  /    /'-.     f:i»t.      ./   t-t      /■.'«».'. /«/* 
#««»i/  Sieetim^  iff  the  .tmr*  t.uH  J  .    m>  'ni.     l      .:  tfi   m. 
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place  for  the  yellow  pine  of  the  South,  the  white  pine 
of  Minnesota,  Michigan  and  Wisconsin,  and  ibe 
spruce,  fir  and  pine  of  Oregon  and  Washington.* 

Where  the  fanner  sells  his  produce,  there  he  buys 
his  supplies.  The  rival  primary  markets  are  at  the 
same  time  rival  jobbing  and  trading  centres.  To 
fall  behind  as  a  primary  market  means  also  to  fall 
behind  as  a  distributing  centre ;  to  gain  as  a  distdbut- 
ing  centre  means  also  to  gain  as  a  primary  market 
Therefore  it  is  necessary  to  divide  among  the  rival 
railways  and  the  rival  markets  not  only  the  east-bound 
traffic  in  agricultural  products,  but  also  the  vest- 
bound  traffic  in  merchandise  and  manufactures. 
This  west -bound  traffic  may  originate  anywhere  be- 
tween Montreal  in  the  North  and  Galveston  in  the 
South,  and  anywhere  between  the  Atlantic  seaboard 
in  the  East  and  the  Missouri  River  in  the  West ;  and 
it  may  be  sent  to  its  final  destination  by  way  of  any 
of  the  trading  centres  between  Chicago  and  Duluth 
in  the  North  and  Galveston  and  New  Orleans  in  the 
South.  A  change  in  the  rates  from  the  North  Atlan- 
tic seaboard  to  Galveston,  for  example,  would  dis- 
turb the  established  course  of  trade  with  the  entiie 
area  bounded  on  the  east  by  a  line  running  along 
the  Mississippi  River  from  New  Orleans  to  Jeffersra, 
Mo., and  thence  to  Omaha,  Sioux  City, Deadwood  and 
Cheyenne,  and  bounded  on  the  west  by  the  Sierras. 

•  Tie  Summary  of  Cemmerct  and  Finance,  November,  t^po,  vA 
Jannuy,  1901. 
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For  the  puqx)sc  of  regulating  the  east-bound  traflfic 
ki  agricultural  products  and  the  west-bound  traffic  in 
7v^.  Aiufda-'  merchandise  and  manufactures,  the 
iymirfpiiaS4  territory  of  the  United  States  has 
Cimptttium  ^j^y^   divided    into    four  parts,   and 

the  railways  of  each  of  those  parts  have  been  brought 
together  in  traffic  associations.  The  latter  appor- 
tion the  com|wtitive  traffic  among  the  several  com- 
peting railways  and  trading  centres.  In  order  to 
effect  that  apix^rtionment,  it  often  Ixcomcs  necessary 
to  organize  suljsidiary  traffic  associations,  which  take 
charge  of  the  railways  of  specific  minor  areas  or  of 
specific  kinds  of  traffic.  Again,  the  railways  of  the 
se\*eral  |)arts  of  the  Unitwl  States  often  negotiate  with 
each  other  for  the  purjwseof  agreeing  ujK)n  thedivision 
of  long  <listance  traffic  carrie<l  over  several  of  the  main 
territorial  divisions.  The  Ix^st-known  example  of  such 
negotiation  is  theTransconlincntalTraffic Ass(K'ialion, 
which  determines  the  distribution  of  the  traffic  Ix.*- 
tween  the  Pacific  coast  and  the  territory  lying  l)etween 
the  Mississippi  River  and  the  Atlantic  sealxKinl. 

The  first  of  the  four  <livisions  into  which  the  Unites! 
States  has  Ixrn  dividefl  comprist\s  the  territor\'  east 
of  the  Mississippi  River  and  north  of  the  Ohio  ami 
Potomac  rivers.  The  second  comprises  the  terri- 
tor%*  east  of  the  Mississip|»i  and  south  of  ihr  ( )hio  and 
Potomac.  The  thinl  divi>i(»n  lirs  iKtwrrn  thi*  Mis- 
siv'iippi  RivcTand  thr  R«xky  Mniiiuains.  The  fourth 
comprist-s  the  Pacific  ma^t  rr^ion. 
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In  the  territory  east  of  the  Mississippi  River  and 
north  of  the  Ohio  and  Potomac  rivers,  the  east  and 
west  bound  rates  are  adjusted  in  the  first  instance  on 
the  basis  of  relative  distances,  the  distance  between 
Nevir  York  and  Chicago  being  taken  as  the  basis  of 
comparison.  Thus,  the  rates  to  and  from  St.  Louis 
are  114  per  cent  of  the  Chicago  rates,  and  those  to 
and  from  Cincinnati  are  87  per  cent.  To  this  gwi- 
eral  rule  there  are,  however,  many  exceptions,  whidl 
represent  now  a  compromise  between  rival  railways 
or  rival  distributing  centres,  now  a  compromise  ije- 
tween  the  railways  and  the  waterways.  Baltimore 
and  Philadelphia,  as  has  already  been  stated,  are 
allowed  differentials  on  east-bound  as  well  as  west- 
bound traffic.  Again,  roundabout  or  circuitous  lines,  . 
as  well  as  lines  whose  equipment  is  not  of  the  high- 
est standard,  are  allowed  differentials.  These  dif- 
ferentials vary  from  5  cents  per  100  pounds  on  first- 
class  traffic  and  i  cent  on  sixth-class  traffic  in  the  case 
of  the  New  York,  Lake  Erie  and  Western,  the 
Lehigh  Valley,  the  West  Shore  and  the  Delaware, 
Lackawanna  and  Western  railroads,  to  10  cents  and 
3  cents  respectively  on  the  Chesapeake  and  Ohio, 
and  15  cents  and  4  cents  respectively  on  the  Central 
Vermont  Railroad.  These  differentials,  like  all  the 
other  departures  from  rates  based  on  relative  dis- 
tances, are  the  result  of  compromises  effected  after 
years  of  contest,  and  they  represent  the  condition 
upon  which  is  maintained  the  state  of  armed  peace 
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which  is  the  characteristic  feature  of  the  railway  situa- 
tion in  all  parts  of  the  United  States. 

The  adjustment  of  rates  in  the  territory  south  of 
the  Ohio  and  the  Potomac  •••vers  and  east  of  the  Mis- 
Tki  B^onfC'^mt  sissippi  River  is  effected  by  the  South- 
Sjttmaitkg        em  Classification  Committee,  acting 

*  with  the   Southeastern    and    Missis- 

sippi Valley  Association,  the  Southeastern  Freight 
Association  and  the  Associated  Railways  of  the 
Virginias  and  the  Carolinas.  In  this  territory  the 
competition  between  the  railways,  lx?tween  the  rail- 
ways ami  the  coast  vessels  and  between  the  railways 
*n<l  the  river  steamers  is  such  that  the  avcnige  re- 
ceipts |KT  ton  |KT  mile  on  the  freight  traflic  an*  as  low 
tlalivtlv  as  thev  are  anywhere  in  the  Unite<l  States, 

«  «  « 

*nti  lower  relatively  than  they  are  in  most  jKirts  of 
the  countr\'.  At  the  siime  time,  the  volume  of  traflk 
is  comjiaratively  slight  and  has  to  Ix-  handled  under 
ComjKiralively  costly  conditions,  the  average  train- 
load  as  well  as  the  average  length  of  haul  l)eing  com- 
paratively small.  These  various  factors  have  made 
the  earning  iK)wer  of  railway  projx^rty  in  the  territory 
south  of  the  Ohio  and  Potomac  comparatively  slight, 
and  thus  thev  have  preventeil  the  railways  from  low- 
rring  the  rates  on  l<x*al  IratVic  to  a  closer  a|>proach  to 
the  level  of  the  rates  on  through  that  is.  comix*litive 
—  InitTic  as  ra|>idly  as  the  railways  north  of  the  <  >hio 
aiMl  thr  Potomac  havr  lowcrnl  tlu  ir  1(h  al  ratr<.  The 
comjiarativcly  small  earning  jM)Wir  of  the  railwiysof 
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the  South  has  also  made  the  latter  adhere  mcfK 
tenaciously  to  the  so-called  "basing-point"  system, 
because  of  the  economy  in  the  conducting  of  trans- 
portation to  be  obtained  from  the  use  of  this  system.* 

The  railways  of  the  South,  like  those  of  the  rest  of 
the  United  States,  began  with  a  system  of  sometbuig 
like  equal  mileage  rates.  But  the  necessi^  of  meet- 
ii^  water  competition  at  certain  points  and  the  rompe- 
tition  between  the  raUways  themselves  at  other  points 
soon  led  to  wide  departures  from  the  scheme  of  equal 
mileage  rates.  So-called  competitive  rates  were  made 
to  so-called  competitive  points,  or  basing  points;  and 
the  rates  to  non-competitive  local  points  were 
found  by  adding  to  the  through  rate  to  the  near- 
est competitive  point  the  local  rate  from  that  competi- 
tive point.  For  example,  the  rate  to  a  local  point 
loo  miles  north  of  Atlanta,  Ga.,  consists  of  the 
through  rate  from  New  York  to  Atlanta,  plus  the 
local  rate  from  Atlanta  back  to  the  local  point.  The 
local  point  is  nearer  New  York  than  is  Atlanta,  but 
the  rate  to  it  is  higher  than  the  rate  to  Atlanta.  In 
other  words,  the  rate  on  the  longer  haul  is  lower  than 
the  rate  over  the  shorter  haul. 

This  practice  of  making  competitive  rates  to  com- 
petitive points,  or  basing  points,  had  two  important 
effects:    it  decentralized  trade,  and  it  enabled  the 


Upon  the  subject  of  the  euDing  power  of  railwaj  proper^  in  difict- 
«rts  of  the  United  Statc^  corop»re  H.  C  A""-™*  '-  ^— ~—  c«.«'. 
AaedatuH  PuHicotieni,  No,  3,  1893-93. 
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aiways  to  effect  great  economies  in  conducting 

tiiiiq)ortat]on. 

Under  a  system  of  tapering  rates,  the  sum  of  the 
ttRNIgh  rate  from  New  York  to  Atlanta,  plus  the 
knl  rate  from  Atlanta  to  some  local  point  loo  mfles 
to  the  north  and  nearer  to  New  York,  will  exceed  the 
through  rate  to  that  local  point  from  New  York. 
Similarly,  the  sum  of  the  through  rate  from  New 
York  to  Atlanta,  plus  the  local  rate  thence  to  some 
point  loo  miles  farther  south,  will  exceed  the  through 
nie  to  the  point  in  question  from  New  York.  Under 
nch  a  system  of  charges  it  would  be  impossible  for 
wholesale  merchants  to  establish  themselves  in  At- 
lanta, for  the  purpose  of  selling  to  local  points  to  the 
north  and  south  in  competition  with  New  York  mer- 
chants. But  as  soon  as  Atlanta  is  made  a  competi- 
the  point,  or  basing  point,  the  Atlanta  wholesale 
merchant  is  put  on  a  footing  of  equality  with  the  New 
York  whdesEde  merchant  in  the  territorv  to  the  north 
md  south  of  Atlanta.  In  other  words,  the  basing- 
point  system  decentralizes  trade.  It  is  commonly 
mid  that  the  basing-point  system  concentrates  trade. 
b  that  it  concentrates  in  .Atlanta  trade  that  would, 
under  a  different  scheme  of  rates,  go  to  the  present 
local  points.  This  view  ovcrlcxiks  the  fact  that  the 
trade  thus  concentrated  in  .Atlanta  is  taken  from  New 
York,  and  not  fn)m  the  so  calk'tl  local  {Kiints.  In 
the  absence  of  thi*  kisin^  |M)int  systrm.  all  |M>ints  in 
the  South  would  Ix*  kxal  |M)ints,  with  local  trade  only. 
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The  belief  that  the  basing-point  system  concen- 
trates trade  is  based  on  the  erroneous  assumption 
that,  in  the  absence  of  that  S3rstemy  all  points,  or 
at  least  very  many  points,  would  be  distributing 
points. 

In  the  Australian  colonies,  the  railways,  which  are 
owned  and  operated  by  the  several  States,  have  re- 
fused to  introduce  the  basing-point  system,  with  the 
result  that  there  are,  generally  speaking,  no  interior 
distributing  trade  centres  and  that  all  trade  is  con- 
centrated in  the  seaboard  cities,  such  as  Melbourne, 
Sydney  and  Adelaide.  As  the  railways  have  been 
pushed  inland,  the  enterprising  merchants  of  the  local 
towns  have  sold  out  and  moved  to  the  seaboard,  for 
the  purpose  of  availing  themselves  of  the  advantage 
accruing  to  the  seaboard  merchants  from  the  absence 
of  the  basing-point  system.  For  example,  when  the 
railways  of  Victoria  ended  at  Ballarat,  that  city  had 
an  extensive  jobbing  trade  to  points  in  the  interior 
reached  by  wagon  road.  But  when  the  railways 
were  pushed  on  to  those  points,  the  trade  in  ques- 
tion went  to  Melbourne.  Under  the  tapering  system 
the  sum  of  the  through  rate  from  Melbourne  to  Bal- 
larat and  the  local  rate  from  Ballarat  to  some  interior 
point  exceeded  the  through  rate  from  Melbourne  to 
the  interior  point  in  question.  The  enterprising 
among  the  merchants  of  Ballarat  moved  to  Mel- 
bourne and  became,  to  use  their  own  phrase,  "metro- 
politan  merchants."    This  concentrating  effect  of 
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the  absence  of  basing  points  is  freely  admitted  in  the 
Australian  colonies;  and  in  some  of  the  important 
debates  upon  railway  rates,  held  in  recent  years  in 
the  Parliament  of  New  South  Wales,  many  prominent 
Sydney  merchants  and  manufacturers  admitted  that 
the  absence  of  basing  points  concentrated  trade  in 
Sydney.  They  added  that  they  personally  had  no 
complaint  to  make,  for  the  system  of  tapering  railway 
rates  had  transformed  them  (the  merchants)  from 
country  storekeepers  into  metropolitan  merchants. 
But  the  greatest  statesman  in  Australia,  Mr.  G.  H. 
Reid,  has  repeatedly  called  the  resulting  concentra- 
tion of  the  population  in  the  seaboard  cities  "the 
curse  of  Australia."  In  1901  there  were  living  in 
Sydney  36  per  cent  of  the  people  of  New  South  Wales ; 
in  Melbourne,  41  per  cent  of  the  people  of  Victoria ; 
and  in  Adelaide,  45  per  cent  of  the  population  of 
South  Australia. 

There  is,  however,  no  need  of  going  so  far  from  home 
as  Australia  for  the  purpose  of  finding  support  for 

the  contention  that  the  basing-point 
Commeru  Com-  system  decentralizes  trade.  It  is  no- 
ndssum  vfxvQA  torious  that,  SO  far  as  the  construc- 
t^  inurwrjofh     jj^j^  p^j  ^p^j^  ^^  so-called  long  and 

short  haul  clause  of  the  Act  to  Regu- 
late Commerce  by  the  Interstate  Commerce  Com- 
mission has  been  observed  by  the  railways,  it 
has  worked  against  the  interior  distributing  cen- 
tres, in  favor  of  Chicago  and  the  Atlantic  seaboard 
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cities.*  In  fact,  the  most  effective  reducti(Hi  in 
railway  rates  made  by  any  State  l^islature  down 
to  1888  was  prompted  largely  by  the  de^re  to  pro- 
tect the  jobbing  centres  of  a  certain  Middle  Western 
State  against  the  loss  of  trade  to  Chicago  resulting 
from  the  partial  enforcement  of  the  long  and  short 
haul  clause  of  the  Act  to  Regulate  Commerce.  It 
was  largely  for  the  purpose  of  protecting  the  jobbing 
interests  of  Dubuque,  Davenport  and  other  Iowa 
towns  that  the  Iowa  legislature  in  1888  enacted  a  law 
under  which  the  State  Railroad  Commissioners  in 
effect  reduced  by  from  20  to  30  per  cent  the  rates  on 
traffic  originating  in  Iowa  and  destined  to  points 
within  the  State-f  It  is  well  known,  also,  that  the 
merchants  of  New  York  and  Chicago  would  like  to 
see  the  Interstate  Conmierce  Commission  of  the 
United  States  succeed  in  its  efforts  to  overthrow  the 
basing-point  system  of  the  South,  for  they  believe  that 
the  present  wholesale  trade  of  Atlanta  and  the  other 
southern  basing  points  would  then  go  in  large  part  to 
New  York  and  Chicago. 

*  Compare :  Refortj  and  Dtcisieni  of  At  InttntaU  Ctmmeree  Cent- 
miision  nf  Oe  Umlid  S/altl,  Vol,  I,  p.  629 ;  Tht  La  Croat  Maiti^- 
lurtrf  and  Jobbtri  Union  Y.  Tht  Chtcage,  Mitaauitt  and  St.  Pad 
Railway  Co.,  il  at.,  VoL  II,  p.  289  ;  A'.  W.  HMBtll,  tU.,  1.  Tht  New  Ytri, 
tail  Erie  and  WeUtrn  R.  R.  Co.,tl  ai.,Vo\.U,  315;   Tit  Detroit  Bta-i 


€l  al. ,-  and    Tht  Railroad  Gaititt,  April  33,  1887,  Augmt   17,  tSSS,  and 
May  3,  TS90. 

t  Mt.  E.  P.  Ripley,  Third  Vice-PrcMdent  of  the  Chicago,  Milwankee 
and  St.  Paul,  at  a  hearing  of  the  Iowa  Siaie  Railroad  Coromisiia^ 
August  21, 1894  ;  quoted  in  F.  H.  Diion'9  Slate  Railroad  Control  Om- 
paie  al»o:  Tht  Evening  Poif  (New  York),  October  33,  1897,  and  7»» 
Railroad  Gattttt,  February  15,  18S9. 
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Finally,  the  Interstate  Commerce  Commission  it- 
adf  has  been  obliged  to  admit  that  the  basing-point 
sjrstem  decentralizes  trade  and  industry,  though  it 
has  not  permitted  that  admission  to  modify  its  policy 
of  hostility  to  that  method  of  rate-making.  In  Hcldz- 
kmm  T.  Michigan  Central  Railroad  Co.,  et  al.  (I.  C.  R. 
9),  the  Commissicm  found  that  the  making  of  Los 
Angeles  into  a  basing  point  had  transferred  to  that 
dty  a  part  of  the  wholesale  trade  of  San  Francisco, 
and  that  it  had  not  made  Los  Angeles  grow  at  the 
czpenae  of  San  Bernardino,  a  local  point  It  added : 
''In  many  instances  San  Francisco  houses  have  es- 
tablished branches  at  Los  Angeles.  It  is  probable 
that  this  arrangement  results  in  somewhat  cheaper 
prices  for  southern  California  than  would  be  secured 
by  a  distribution  from  San  Francisco,  since  the  cost 
(to  the  consumer)  at  the  two  centres  of  distribution 
is  now  the  same,  whOe  the  expense  of  distributing 
from  Los  Angeles  is  somewhat  less.  While,  there- 
fore, Los  Angeles  has  been  benefited,  it  would  ap- 
pear that  this  whole  section  shares  to  an  extent  in 
such  benefit ;  nor  is  it  easy  to  perceive  how  San  Ber- 
nardino has  been  materially  injured,  since  that  city 
coukl  ix)t  become  a  jobbing  centre  as  against  San 
Francisco  under  original  conditions"  —  that  is,  under 
the  conditions  that  had  obtained  before  Los  Angeles 
had  been  made  a  basing  point. 

The  second  noteworthy  effect  of  the  practice  of 
making  low   through   rates  to  competitive   points 
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was  a  great  economy  in  the  cost  of  conducting 
transportation.  Freight  that  moves  in  a  large  and 
Tht  Economy  of  regularly  flowing  stream  is  handled 
the  Batimg^oini  much  more  cheaply  than  freight  which 
System  flows  in  Small  and  intermittent  quanti- 

ties. In  the  absence  of  basing  points,  freight  has  to 
be  carried  over  long  distances  from  the  sources  of 
supply  in  comparatively  small  and  irr^ularly  flow- 
ing quantities.  The  establishment  of  basing  points 
makes  possible  a  preliminary  concentration  of  these 
small  and  irregular  rills  of  traffic  into  a  comparatively 
large  and  regularly  flowing  stream,  which  can  be 
handled  at  comparatively  low  cost.  It  limits  the 
comparatively  costly  traffic  of  small  volume  and  inter- 
mittent flow  to  the  relatively  short-distance  hauls  from 
the  basing  points  to  the  point  of  consumption.  Even 
in  the  absence  of  water  competition  and  railway 
competition,  it  would  therefore  be  to  the  interest 
of  the  railways  to  establish  throughout  the  land  such 
points  for  the  preliminary  concentration  of  the  traffic 
which  comes  from  distant  sources  of  supply  and  is 
ultimately  to  be  distributed  among  a  scattered  popu- 
lation. That  concentration  also  serves  the  interest 
of  the  public  at  large,  for  it  increases  the  margin  of 
profit  of  the  railways  and  thus  encourages  railroad 
building.  Had  the  railways  of  the  United  States 
not  been  able'  to  avail  themselves,  of  the  savings  to 
be  attained  by  distributing  freight  to  the  country 
consumer  through  the  agency  of  basing-points,  M 
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competitive  points,  railway  building  would  have 
progressed  more  slowly,  and  the  coimtry  population 
would  have  had  fewer  and  poorer  facilities  for  mar- 
keting its  produce. 

Here  again  a  glance  at  Australia  will  help  us.  The 
absence  of  interior  jobbing  centres  in  that  country 
is  responsible  in  part  for  the  ridiculously  low  average 
of  the  train-load,  which  was,  in  1902,  in  New  South 
Wales  66  tons  and  in  South  Australia  69  tons.  Such 
small  train-loads  mean  high  operating  expenses,  high 
freight  rates,  big  deficits  in  the  State  railways  and 
a  slow  extension  of  the  railway  net. 

It  is  the  economy  of  the  basing-point  system,  in 
conjunction  with  the  imusually  narrow  margin  of 
profit  upon  which  the  railways  south  of  the  Ohio  and 
Potomac  rivers  are  operated,  that  has  led  those  rail- 
ways to  offer  such  stubborn  resistance  to  the  efforts 
of  the  Interstate  Commerce  Commission  to  break 
down  the  basing-point  system. 

In  the  South,  as  elsewhere  in  the  United  States, 
the  basing  points  owe  their  existence  to  water  com- 
petition, to  railway  competition  or  to  the  fact  that 
they  are  the  centres  of  regions  whose  trade  is  deemed 
sufficient  to  call  for  basing  points.  But  this  does  not 
mean  that  every  point  with  water  competition  or  rail- 
way competition  will  become  a  basing  point,  nor  does 
it  mean  that  all  basing  points  enjoy  equal  advan- 
tages. For  example,  Birmingham  and  Atlanta  are 
on  a  footing  of  equality  as  regards  rates  from  the 
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Atlantic  seaboard;  but  as  r^ards  rates  from  the  Cen- 
tral West,  Birmingham  has  had,  since  1886,  the  ad- 
vantage over  Atlanta.  From  the  Central  West  the 
rates  were  the  same  to  the  two  cities  in  questioD  UDt3 
the  Kansas  City,  Memphis  and  Birmingham  Road 
was  buOt  in  1886.  That  road  insisted  on  lowering 
the  rate  to  Binningham  to  the  level  of  the  tate  to 
Chattanooga.  As  it  did  not  reach  Atlanta,  it  left 
the  Atlanta  rate  undisturbed.  The  Louisville  and 
Nashville  and  the  other  roads  reaching  both  Binning- 
ham and  Atlanta  tried  to  maintain  the  old  rate  to 
Birmingham,  but  finally  they  had  to  yield  to  tbe 
Kansas  City,  Memphis  and  Birmingham.  The  late 
Judge  Cooley  was  called  in  as  arbitrator,  and  the  dif- 
ferential which  he  awarded  to  Birmingham  on  traffic 
from  the  West  has  been  maintained  to  the  present 
day.  Again,  while  the  rates  from  the  West  to  Nor- 
folk are  the  same  as  the  rates  from  the  West  to  Balti- 
more, the  rates  from  the  West  to  Charleston  are 
double  the  Norfolk  rate.  It  so  happens  that  it  would 
be  impossible  to  lower  the  Charleston  rate  to  the 
Norfolk  level  without  having  public  opinion  force 
corresponding  reductions  to  Augusta,  Macon,  Atlanta 
and  other  points.  The  railways  hold  that  their  reve- 
nues could  not  bear  the  last-mentioned  reductions, 
and  hence  the  rates  to  Charleston  are  kept  h^h. 
Still  again,  for  some  years  past  the  Mobile  and  Ohio 
Railroad  has  insisted  upon  giving  Mobile  the  same 
low  rates  that  other  railroads  have  to  give  New  Or- 
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leans  because  of  the  competition  fnxn  the  coast 
steamers  and  the  Mississippi  River  steamers.  In 
consequence  of  this  action  of  the  Mobfle  and  Ohio 
Raiboad,  it  is  cheaper  to  ship  gcxxls  from  the  North 
to  MobQe  and  then  back  to  Montgomery  —  a  dis* 
tance  of  175  miles — than  it  is  to  ship  from  the  North 
directly  to  Montgomery.  If  the  raflways  should 
lower  the  direct  rate  to  Montgomery,  competition 
and  public  opinion  would  force  them  to  make  cor* 
respcMiding  reductions  to  Columbia,  Eufaula,  Atlanta, 
Columbus  and  other  points.  Therefore  the  rail* 
roads  continue  the  adjustment  of  rates  under  whkh 
goods  are  actually  shipped  to  Mobile  and  then  back 
to  Montgomery.  Finally,  there  are  some  basing 
points,  such  as  Cordclc,  which  are  basing  points  for 
no  other  or  better  reason  than  that  some  railroad 
insisted  on  making  them  basing  points  and  was 
strong  enouf^  to  overrule  the  opposition  of  the  other 
roads.  To  sum  up,  there  are  many  rates  in  the  ter- 
ritory south  of  the  Ohio  and  Potomac,  as  everywhere 
dse  in  the  United  States,  that  seem  at  first  sight  to 
have  been  made  haphazard  and  as  a  matter  of  ca- 
price. But  upon  examination  they  turn  out  to  be 
the  result  of  compromise  cflfected  after  years  of  ex- 
perimenting—  compromise  between  rival  raQways, 
between  rival  trade  centres  and  between  the  claims 
of  the  public  as  shippers  and  the  claims  of  the  rail- 
ways as  revenue-earning  proiK^rties.  To  use  the 
words  of  Mr.  M*Govcm,  Chairman  of  the  Southern 
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Classification  Committee,  the  existing  rates  have  been 
made  as  a  matter  of  judgment  and  arbitration,  con- 
troversy and  war.  They  have  been  heated  and  forged 
and  moulded  and  pounded  and  hammered  into  their 
present  shape.* 

The  importance  of  this  matter  justifies  the  repro- 
duction of  the  description  of  the  adjustment  of  rates 
The  interdependr  made  before  the  Industrial  Conunis- 
enceofRaUway  sion  by  Mr.  M.  C.  Markham,  As- 
^^'^  sistant  Traffic  Manager  of  the  Illinois 

Central  Railroad.f  Mr.  Markham  began  by  stating 
that  the  Mississippi  River  fixed  the  rates  between 
New  Orleans  and  St.  Louis.  He  then  added  that, 
while  Mobile,  situated  140  miles  east  of  the  Missis- 
sippi River,  had  not  the  competition  of  a  river  to  force 
down  railway  rates,  it  had  railways  which  were  inter- 
ested in  enabling  Mobile  merchants  and  manufac- 
turers to  compete  in  common  markets  with  New 
Orleans  merchants  and  manufacturers.  Going  180 
miles  farther  to  the  northeast,  one  came  to  Montgom- 
ery and  Selma,  trade  centres  on  the  Alabama  River. 
The  railroads  reaching  Montgomery  and  Selma  had 
no  interest  in  New  Orleans  or  Mobile,  and  tried  to 
get  all  the  traffic  they  could  to  and  from  Montgomery 
and  Selma,  by  putting  those  towns  on  a  fair  plane 
respecting  rates  with   Mobile  and   New   Orleans. 


^  Report  of  the  Industrial  Commission  on  Transpcrtati^m  (teoond  ▼ol- 
ume)  :  testimony  of  Mr.  P.  J.  M'Govcrn. 

t  Ibid. :  testimony  of  Mr.  M.  C.  Markham. 


THE  ADJUSTMENT  OF  RAILWAY  RATES       303 

Going  Still  farther  inland,  one  came  to  Meridian  and 
Jackson,  Miss.,  Birmingham,  Talladega  and  Gads- 
den, Ala.,  and  Chattanooga,  Tenn.,  on  the  one  side, 
and  Colimibus,  Rome,  Atlanta,  Athens,  Macon  and 
Augusta,  Ga.,  and  other  towns  of  importance,  on 
the  other  side,  all  asking  of  the  railroads  which  served 
them  such  rates  as  would  enable  them  to  do  business 
in  common  territory  in  competition  with  New  Orleans, 
Mobile,  Montgomery  and  Selma,  as  well  as  in  com- 
petition with  one  another. 

In  the  same  way,  Galveston,  360  miles  west  of  New 
Orleans,  had  no  river  advantages,  but  the  railroads 
serving  it  enabled  its  merchants  and  manufacturers 
to  compete  in  northern  common  markets  with  the 
merchants  and  manufacturers  of  New  Orleans.  The 
adjustment  of  rates  which  the  Galveston  roads  had 
to  make  for  that  purpose  ultimately  was  extended  to 
the  outlying  and  intermediate  towns  between  Gal- 
veston and  the  Missouri  River,  and  between  Gal- 
veston and  the  Mississippi  River  north  of  Vicksburg, 
all  of  which  had  to  have  the  concessions  which  the 
forces  of  trade  warranted. 

Finally,  the  low  rates  made  by  the  railways  from 
St.  Louis  to  Memphis  and  New  Orleans,  on  account 
of  the  Mississippi  River,  had  to  be  met  by  the  rail- 
ways from  Chicago,  Cincinnati  and  many  other 
points,  in  order  to  enable  the  industries  of  the  last- 
named  cities  to  hold  their  own  with  the  industries  of 
St.  Louis.    In  this  way,  said  Mr.  Markham,  the  low 
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rates  which  were  made  in  the  first  instance  to  meet 
the  competition  of  the  Mississippi  River,  ultimately 
were  extended,  wholly  or  in  part,  to  the  entire  north- 
em,  southeni  and  southwestern  portions  of  the  United 
States. 

When  the  South  hegan  to  develop  manufacturiog 
industries,  the  railways  of  the  South  encouraged 
Ckargb^wktu  ^^  industries  in  question  by  making 
the  TVaffie  vnit  especially  low  rates  on  their  prod- 
^'^  ucts.     For  example,  the  rates  on  the 

manufactures  of  cotton  frequently  have  been  lower 
than  the  rates  on  the  raw  material.  The  rates  on 
certain  manufactures  of  iron  frequently  are  as  low 
as  the  rates  on  pig  iron.  Again,  on  many  kinds  (rf 
manufactures  the  rates  within  the  territory  south  (rf 
the  Ohio  and  Potomac  are  lower  than  are  the  rates 
on  similar  manufactures  when  shipped  into  the  South 
from  the  North  and  the  Central  West. 

The  raOways  of  the  South  have  not  confined  them- 
selves to  efforts  to  enable  southern  industries  to  meet 
the  competition  of  northern  and  western  industries 
in  the  South;  they  have  also  enabled  the  products 
of  southern  mdustries  to  invade  the  markets  of  the 
northern  and  western  industries.  For  that  purpose 
they  have  made  so-called  commodity  rates,  or  rates 
applicable  to  specific  articles  between  specific  points. 
Those  rates  are  made  as  low  as  the  competition  for 
the  market  demands.  For  example,  the  raflways  re- 
cently made  a  commodity  rate  on  overalls  and  simi- 
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hr  cotton  manufactures  from  Atlanta  to  St  Louis,  for 
the  purpose  of  enabling  the  Atlanta  manufacturer  <rf 
ovenlls  to  invade  a  market  that  had  thus  far  been 
held  by  the  manufacturers  of  Baltimore  and  other 


Commodity  rates  from  specific  points  in  the  South 
to  specific  points  in  the  North  and  the  West  are 
numerous,  and  they  are  increasing  with  the  increase 
in  the  number  of  articles  manufactured  in  the  South. 
The  southern  manufacturing  industries  in  iron,  cotton, 
furniture,  bags,  paper  boxes  and  so  forth  have  been 
buflt  up  very  largely  by  means  of  commodity  rates. 
Indeed,  the  industries  throughout  the  United  States 
have  been  aided  enormously  by  means  of  commodity 
rates,  which  have  established  for  many  articles  an 
almost  unrestricted  trade  over  the  whole  United 
Slates.  For  example,  from  such  widely  separated 
points  as  Grand  Rapids  in  Michigan,  Rochester  in 
New  YoriL,  Harrisburg  in  Pennsylvania,  and  Atlanta 
m  Georgia  commodity  rates  on  furniture  and  other 
manufactures  of  wood  arc  made  to  all  of  the  princi- 
pal markets  in  the  United  States.* 

The  practice  of  making  commodity  rates  adds 
greatly  to  the  complexity  of  the  rate  situation.  It 
makes  one  set  of  rates  on  Southern  manufactures 
destined  for  a  southern  market,  and  another  set  of 

•  tteff^t  #/M/  JmJu\truii  Ccmmint.m  »m  Tr.tnt^rtaticn  '  tntimoiiy 
o/  Mff.  <•■  K.  inanthar-i.  \aX^  ( '••nitiii%«M.nrr  *A  ihc  ii>rincr  Jmnt  TrtAc 
.\i*-*ai»4>n;  Afi'l  ir«tmi«>nv  of  Mr.  V,  \.  M '<  iti^rrn,  ChAirmAa  uf  the 
CIamuIic  at  It'll  C«*niniiUcc. 
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rates  for  southern  maniifactures  destiDed  for  a  mar- 
ket in  the  North  or  in  the  West.  The  former  set  d 
rates  is  made  with  a  view  to  enabling  southern  manu- 
factures to  meet  in  the  South  the  competition  rf 
northern  and  western  manufactures;  the  latter  set  irf 
rates  is  made  to  enable  the  southern  manufactures  to 
invade  the  northern  and  western  mai^ets.  In  each 
case  a  compromise  has  to  be  effected  between  the  rival 
claims  of  the  competing  railways  and  industries  of 
the  South,  the  North  and  the  West.  It  is  one  of  the 
main  functions  of  traffic  associations  to  effect  that 
compromise. 

One  of  the  most  striking  regulations  of  the  course 
of  trade  effected  by  traffic  associations  is  the  parti- 
struggieo/iJke  tion  of  the  trade  of  the  regicm  south 
Atlantic  Seaboard  q{  the  Ohio  and  the  Potomac  be- 
jfw/  for  Tradt  ^ween  the  commercial  centres  of  the 
with  SotakauterH  Atlantic  seaboard  and  those  of  the 
stata  Central   West.*     In    the   seventies, 

when  this  partition  was  effected,  the  South  im- 
ported its  merchandise  and  its  maniifactures  mainly 
from  the  Atlantic  seaboard  territory,  while  it  im- 
ported its  food-stuffs,  "in  the  solid  and  liquid  forms 
of  com,  bacon,  flour  and  whiskey,"  from  the  Cen- 
tral West,  which  at  that  time  was  still  largely  a 
farming  region.    There  was  then,  as  there  is  now, 

*  Dtcisians  ef  tKe  Ittttrttate  Cammirct  Commiaion  t/tU  UnUcJSIM, 
Vol.  VI,  FrtigAl  Buriau  c/  UU  Ciniinnali  Chamber  ef  Ctmmera  i.  Tfc 
Ciminnali,  Nne  Orltans  and  Tixoi  Pacific  Raihaaj  Ct^  ct  aL 
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the  keenest  competition  between  the  raflways  from 
the  Atlantic  seaboard  to  the  South  and  the  coast 
ftssebi  as  wdl  as  intense  rivahy  between  the  rafl- 
wajrs  leading  into  the  South  from  the  Atlantic  sea- 
board and  those  running  from  Chicago,  St  Louis, 
Cincinnati  and  other  points  <rf  the  Middle  West. 
When  competition  was  especially  keen,  manufactures 
and  merchandise  fnxn  New  York  went  by  rail,  or 
lake  and  rafl,  to  Chicago,  or  by  rafl  to  St.  Louis  and 
thence  by  rafl  into  the  South.  Conversely,  the  agri- 
cultural products  of  the  Mkldle  West  would  go  by 
rail,  or  1^  lake  and  rafl,  to  the  Atlantic  seaboard  and 
thence  1^  coast  vessel  to  the  South.  Under  those 
arrangements,  rates  were  frequently  badly  demor- 
aliased  in  the  territory  north  of  the  Ohio  and  Potomac, 
and  the  raflways  of  the  South  were  continually  drawn 
into  the  diqnites  among  their  northern  connections. 
For  the  purpose,  therefore,  of  regulating  the  com- 
petition between  the  raflways  of  the  Atlantic  seaboard 
territory  and  the  raflways  of  the  Central  West,  it  was 
agreed,  among  the  raflways  of  the  South,  the  Cen- 
tral West  and  the  Atlantic  seaboard,  that  the  trade 
with  the  South  in  food-stuffs  should  be  awarded  to 
the  Middle  West  and  its  railways,  while  the  trade  in 
merchandise  and  manufacture  should  be  awarded 
to  the  Atlantic  seaboard  territory  and  its  raflways. 
Roundabout  shipments  of  merchandise  and  manu- 
factures from  the  Atlantic  sealxxanl  by  way  of  Chicago 
and  St.  Louis  were  to  be  stop{xxi  by  a  prohibitory 
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rate  when  the  articles  in  question  were  shipped  fmrn 
Chicago  and  St.  Louis.  On  the  other  hand,  ship- 
ments of  agricultural  products  by  way  of  the  eastern 
seaboard  were  to  be  prevented  by  prohibitory  rates 
from  the  seaboard.  In  other  words,  an  additional 
chaige  of  at  least  lo  cents  per  loo  pounds  was  im- 
posed on  "western"  goods  when  carried  by  "eastern" 
lines,  as  well  as  on  "eastern"  goods  when  carried  by 
"western"  lines.  This  arrangement,  with  modifica- 
tions, has  been  maintained  to  the  present  day.* 

Since  the  foregoing  adjustment  of  rates  was  effected 
in  1878,  the  CentraJ  West  has  developed  extensive 
industries,  especially  the  manufacture  of  furniture, 
wagons,  carriages,  stoves,  agricultural  implements, 
shoes,  clothing  and  saddlery.  As  early  as  1890, 
all  the  manufactures  in  question  were  sold  as  far 
east  as  Rochester  and  Albany,  N.Y. ;  as  far  west 
as  the  Pacific  coast ;  and  to  a  greater  or  less  extent 
over  the  South,  from  Texas  and  Arkansas  to  the 
Virginias.  At  the  time  just  mentioned,  the  mer- 
chants and  manufacturers  of  the  Central  West  met 
with  strong  competition  from  the  Atlantic  seaboard 
merchants  and  manufacturers  in  the  sale  of  goods 
in  Alabama,  East  Tennessee,  Florida,  Georgia,  the 

•  XefDi-t  of  the  [ndustrial  Cfmmhsien  en  Transportation  (»etond  ml- 
ume):  tcitimony  of  Mr.  W.  L.  Guillauden,  President  of  the  Old  Domicioli 
Stcamsliip  Company  :  "  ll  is  fully  twenty  year*  since  there  hu  been  anj  pi>- 
erat  muvement  of  grain  and  other  agricultural  products  ftotn  the  WeS  la 
the  South  by  way  of  New  Votk,  There  i*  some  traffic  from  the  West byrtr 
of  Baltimore  and  Philadelphia  for  points  south  of  Cape  Hattecas,  bat  the 
great  volume  of  western  freight  goes  into  the  South  diiectlj  bj  way  of  the 
Ohio  and  Mississippi  River  towns." 
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Carol inas  and  the  Virginias.  They  were  not  driven 
out  of  this  territory  altogether  by  the  competition 
from  the  East ;  but  their  business  and  the  profit  on  it 
were  not,  as  a  rule,  so  great  as  in  the  other  markets. 
In  some  instances  they  were  required  by  their  cus- 
tomers to  *' equalize  rates"  —  that  is,  to  refund  any 
excess  of  the  freight  rates  on  their  goods  over  the 
rates  on  goods  of  the  same  kind  shipixHJ  from  the 
eastern  seaboard  territorj'.* 

The  railwa\'s  of  the  Central  West  from  time  to  time 
have  asked  for  a  general  readjustment  of  the  rates 
from  the  East  and  the  West,  alleging  that  the  shifting 
of  the  centre  of  population  to  the  SJouthwest  and  the 
development  of  manufacturing  in  the  tcrritorj'  west 
of  the  /Mleghany  Mountains  has  made  necessar)-  a 
readjustment  of  rates,  in  the  interest  of  the  Central 
Wfst.  Thus  far  the  eastern  railwavs  have  l)een  able 
to  prevent  any  genenil  readjustment,  but  they  have 
been  obliged  from  time  to  time  to  concwle  readjust- 
ments of  rates  on  sjxxrific  articles  which  were  coming 
to  lie  manufacturwl  extensivdv  in  the  Central  West. 
I'mler  those  readjustments  the  Central  West  is 
constantly  increasing  its  trade  in  manufactures  with 
the  South. t    These  rearrangements  are  compromise's ; 

•  hreifkt  fimream  v.  Ctn*tmn*th,  Xnr  Or  Iran  %  »tmJ  /V«jf  /*.i>tli.   A'at/- 
^^1  f  .*  ,  //  .j/. 

•ry.  n  !  ««*;untr  I-  %!i!i.-iiv  i-^  NIr.  I.,  W  \\  \W  •■..  **  «  ritaf\  --I  \.ii:-.4*  •  'l.l  » 
€•■■::.«.•••  i.i"  ■  r^'a*  i' :  m*  ;  -.1  \!r.  \\  «  .  \!  r  ham,  \*«.**.»nt  Irj'Mj 
MA'.a«;  r    li^n  -w  <  >■  tral   K.nir  •.!  I  ,    .tn  i  ••!   Mr    W.  1  .  (t.ii.lAU  li*n,  I'rc^i- 
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and,  like  all  compromises,  they  are  not  wholly  satis--. 
factory  to  any  interest  and  are  very  unsatisfactory  t^ 
some  interests.    But  when  they  are  contrasted  witH 
the  deadlocks  occurring  constantly  in  Europe  und^ 
the    public    regulation    of    railway  rates,  —  eitK^r 
through    the    jissumption    of    public    ownership    ^j- 
through  the  public  supervision  of  the  rates  made  hy 
corporations, — they  are  eminently  satisfactory,   fhe 
compromises  in  question  are  a  striking  illustration  of 
the  fact  that  in  the  United  States  railway  rates  are 
made  by  the  forces  of  trade  and  commerce;  that 
they  are  a  result,  rather  than  a  cause ;  and  that  tbe^ 
register  the  resultant  of  the  many  and  diverse  forces 
which  produce  the  rise  and  fall  of  industries. 

The  story  of  the  distribution  over  the  West  of  the 
merchand  ise  and  manufactures  of  the  East  affords  fur- 
TA^  West  aim-  *^^^  illustrations  of  the  extraordinary 
trates  the  Com-  Complexity  of  the  problem  of  railway 
pitxiiyoftht  rates.  The  first  raUways  into  the 
'"  West  were  built  from  Chicago  and  St 

Louis,  and  so  the  problem  originally  was  to  distribute 
between  Chicago  and  St.  Louis  the  trade  with  the 
West.  But  as  railways  were  built  into  the  West  from 
Minneapolis,  St.  Paul  and  Duluth  in  the  North,  and 
from  New  Orleans  and  Galveston  in  the  South,  — as 
well  as  from  numerous  intermediate  points, — the 
problem  became  more  and  more  complex  and  difficult- 

As  early  as  1876  the  railways  leading  into  the  West 
from  Chicago  and  St.  Louis  agreed  that  the  St.  Louis 
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railways  should  have  certain  differentials  on  all  com- 
jietitivc  west-lxmnd  traffic  which  |)asscd  between  Chi- 
cago, Hannibal  or  St.  I^uis,  on  the  one  hand,  and 
St.  Joc»  Atchison,  Leavenworth  or  Kansas  City,  on 
the  other  hand,  to,  through  or  beyond  any  of  these 
points.  These  differentials  neutralized,  on  freight 
passing  into  the  West  by  way  of  the  cities  just  men- 
tioned, the  fact  that  the  freight  charge  from  eastern 
points  to  St.  I^uis  is  114  per  cent  of  the  charge  to 
Chicago ;  and  they  have  been  maintained  to  the  pres- 
ent day.  The  arrangement  applied  to  comj)etitivc 
freight  only ;  it  did  not  apply  to  lumber,  for  example, 
because  Chicago  had  the  monopoly  of  the  lumber 
trade,  and  the  St.  Louis  railwavs  knew  it  was  useless 
to  dispute  that  monopoly.  This  fact  shows  once  more 
how  American  railway  rates  adapt  themselves  to  the 
forces  of  trade,  instead  of  seeking  to  make  the  forces 
of  trade  adapt  themselves  to  theories  of  railway  rates. 

Shortly  after  the  St.  Louis  differentials  had  Ixvn 
established,  a  railroad  was  built  from  Tok^lo,  Ohio, 
to  the  Mksouri  River  by  way  of  Ilannilxil,  Mo. 
Hannibal  thus  Ixxrame  the  Missouri  River  terminal 
of  a  rail  and  water  route  from  the  sealx)anl,  and  was 
enabled  to  force  St.  Louis  and  Chicago  to  concede  to 
it  10  per  cent  of  the  traffic  to  and  from  the  West.  The 
remainder  of  the  traffic  St.  Louis  and  Chicago  divided 
between  themselves,  share  and  share  alike. 

WTien,  in  the  Liter  nineties,  the  Kansas  City,  Pitts- 
burg and  Gulf  Railroad  had  Ixrn  completed  between 
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Galveston  and   Kansas  City,  this  road  asked  the 
roads  to  the  north  of   Kansas  City  to  cooperat^^ 
with  it,  by  allowing  it  to  make  rates  which  wot 
secure  to  it  a  share  in  the  traffic  between  the  eastei 
seaboard  and  Kansas  City,  Omaha,  Denver,  Che; 
enne  and  Dead  wood.    The  roads  leading  into  -^^^ 
West  from  Kansas  City,  Chicago  and  St.  Louis  prr-^x)- 
tested,  on  the  ground  that  the  combined  water  bl.:^ 
rail  route  from  the  East  by  way  of  Galveston  was  %oo 
roundabout  and  too  long  to  come  within  the  limits  of 
legitimate    competition.*    Thereupon    the    Kansas 
City,  Pittsburg  and  Gulf  cut  its  rates  to  less  than  9 
mills  per  ton-mile  on  first-class  traffic  and  to  less  than 
3.8  mills  on  sixth-class  traffic.     In  the  fiscal  year 
1897-98,  the  road  in  question  received  for  carrying 
freight  on   an   average  5.7  mills  per  ton-mfle,  as 
against  10.  i  mills  received  by  the  other  railways  in 
the  territory  served  by  the  Kansas  City,  Pittsburg 
and  Gulf  Railroad.    The  railroad  was  bankrupted, 
but  it  established  its  claim  to  a  share  in  the  traffic 
between  the  seaboard  and  the  territory  between  the 

•  TAf  Railroad  Gatette^  October  20,  1899. 


Dtsunce  from  New  York  to 

Kansas  City 

Omaha 

Denver 

Cheyenne      

Deadwood 


Au.  Rail 


Rail  am)  Watii 


MUes 

Miks 

I318 

3136 

1403 

3330 

I94I 
I919 

3775 
3846 

2034 

3964 
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Mississippi  River  and  the  Sierra  Mountains.  And 
the  people  living  in  the  last-mentioned  territory 
henceforth  will  enjoy  the  benefit  of  the  competition 
between  the  roads  leading  directly  to  the  Atlantic  sea- 
board and  the  roads  leading  to  the  Gulf  ports.  From 
eastern  cities  lying  as  far  inland  as  Buffalo  freight  is 
sent  to  the  Atlantic  seaboard,  thence  to  Galveston  and 
thence  to  points  on  the  Missouri  River  and  west  of  the 
Missouri  River,  in  competition  with  the  direct  all-rail 
routes  by  way  of  Chicago,  St.  Louis  and  Kansas  City. 

Contrast  the  elasticity  of  America  with  the  cast- 
iron  rigidity  of  Germany,  where  the  fixing  of  railway 
rates  by  public  authority  has  destroyed  Bremen's  im- 
port trade  in  petroleum ;  has  prevented  Bremen  from 
building  up  an  export  business  in  sugar,  the  greatest 
single  article  of  export  from  Germany ;  and  has  neces- 
sitated the  duplication  of  the  railway  running  from 
Stettin  to  Berlin,  by  means  of  a  canal  that  shall  carry 
650-ton  vessels.  Contrast  the  situation  in  the  United 
States  with  the  situation  in  Australia,  where  the  mak- 
ing of  railway  rates  by  public  authority  has  concen- 
trated in  three  seaboard  cities  the  trade  that,  under 
the  making  of  railway  rates  by  the  railways  them- 
selves, would  have  been  distributed  among  half-a- 
dozen  seaboard  cities  and  numerous  interior  jobbing 
centres. 

Further  light  upon  the  nature  of  the  conflict  be- 
tween rival  distributing  centres  is  to  be  obtained  from 
a  study  of  the  trade  between  the  Pacific  coast  region 
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and  the  territory  between  the  Atlantic  seaboard  and 
Chicago  and  St,  the  Missouri  River*  The  transcon- 
Lemis  versus  ike  tinental  lines  have  to  make  commodity 
Pacific  Coast         ^.g^j^g  ^^  some  1500  articles  of  traffic 

between  the  Atlantic  and  the  Pacific  seaboards, 
in  order  to  meet  the  competition  of  sailing  vessels 
and  steamers  around  Cape  Horn,  and  the  compe- 
tition of  the  combined  land  and  water  route  by 
way  of  the  Isthmus  of  Panama.f  These  commodity 
rates  have  in  course  of  time  come  to  be  extended  to 
the  whole  territory  between  the  Missouri  River  and 
the  Atlantic  coast  —  in  other  words,  they  have  be- 
come postage-stamp  rates.  These  rates  have  a 
double  justification.  In  the  first  place,  the  effect 
of  the  water  competition  around  Cape  Horn  ex- 
tends into  the  interior  of  the  United  States,  as  far 
west  as   the    Missouri  River.    Freight  originating 

*  Report  of  the  Industrial  Commission  on  Transportation  (second  vol- 
ume) ;  testimony  of  Mr.  J.  C.  Stubbs,  third  Vice-President  of  the  Southern 
PaciBc  Company,  and  Mr.  W.  R.  Wheeler,  representing  Pacific  Coast 
Jobbers'  Association. 

t  The  Foreign  Commerce  and  Navigation  of  the  United  States^  1901. 

Value  of  the  Merchandise  shipped  between  New  York  and  San 
Francisco  via  the  Isthmus  of  Panama 


1890 

1895 
1900 


New  York  to 
San  Francisco 


%  2,090,000 
3,389,000 
5,052,000 


San  Francisco 
TO  Nkw  York 


%  969,000 
1,971,000 
1,766,000 


The  list  of  articles  extends  from  pig  iron  to  confectionery  and  piano* 
fortes. 
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anywhere  on  or  east  of  the  Missouri  River  can  go  to 
the  Pacific  coast  by  going  directly  westward,  or  by 
going  eastward  to  the  sea  and  thence  by  water.  In 
the  second  place,  the  railways  which  extend  westward 
from  Pittsburg,  Chicago,  St.  Louis,  St.  Paul,  Omaha 
and  similar  points  find  it  to  their  interest  to  develop 
the  industries  of  their  respective  territories,  by  making 
the  same  low  rate  to  the  Pacific  coast  that  the  sea- 
board roads  make.  They  are  not  willing  that  the 
Atlantic  seaboard  shall  have  a  monopoly  of  the 
trade  with  the  Pacific  coast. 

This  arrangement  of  rates  —  which  to  the  unso- 
phisticated person  would  seem  to  be  ideal,  in  that 

it  puts  every  one  between  the  At- 

fl/j/r     tgh  s    jg^^j^jj^  coast  and  the  Missouri  River 

to  Trade 

on  a  footing  of  equality  in  the  com- 
petition for  the  Pacific  coast  trade  —  is  not  satisfac- 
tory to  the  Atlantic  seaboards  or  to  the  Central  West  or 
to  the  Pacific  coast.  The  Atlantic  seaboard  protests 
against  the  extension  of  the  low  rates  to  the  people 
of  Chicago  and  St.  Louis.  It  contends  that  the 
ocean  is  a  "natural"  means  of  transportation,  and 
that  location  upon  its  shores  entitles  one  to  a  "natu- 
ral advantage"  over  him  who  is  served  only  by  a 
railway,  an  "unnatural"  and  "artificial"  agency  of 
transportation.  The  people  of  Chicago,  on  the  other 
hand,  contend  that  Chicago  should  have  a  lower  rate 
than  New  York  because  it  is  nearer  to  the  Pacific 
coast  by  rail.    St.  Louis  extends  this  reasoning  and 
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demands  a  rate  lower  than  the  Chicago  rate.  The 
jobbers  of  the  Pacific  coast,  on  the  other  hand,  con- 
tend that  neither  Chicago  nor  St.  Louis  should  be 
allowed  to  share  in  the  jobbing  trade  of  the  Pacific 
coast,  which  by  "natural  right,"  they  say,  belongs 
to  the  Pacific  coast  cities.  Says  the  man  whom  the 
Pacific  Coast  Jobbers'  and  Manufacturers'  Asso- 
ciation recently  put  forward  for  appointment  to  the 
Interstate  Commerce  Commission  of  the  United 
States  :  "The  people  who  pioneered  San  Francisco 
did  not  go  there  because  of  the  beauty  of  its  location 
or  because  the  climate  was  particularly  attractive. 
They  went  because  of  its  commercial  possibilities. 
They  recognized  it  as  the  entrepot  to  the  Pacific  coast, 
and  the  wisdom  of  their  action  has  been  demon- 
strated. That  was  when  goods  moved  by  sea  entirely. 
San  Francisco  became  the  gateway  to  the  entire 
Pacific  coast.  Goods  were  distributed  up  the  rivers 
or  redistributed  from  San  Francisco  up  the  coast 
and  down  the  coast  and  back  into  the  interior  by 
team,  and  finally  local  railways  were  built,  which 
in  turn  became  distributive  agents,  and  in  the  course 
of  time  the  transcontinental  railway  was  built."  The 
representative  of  the  Pacific  Coast  Jobbers'  Associa- 
tion next  tells  us  that  the  waterway  between  San 
Francisco  and  New  York  is  "God's  highway"; 
whose  highways  the  transcontinental  lines  are  he 
leaves  us  to  infer  from  his  vigorous  disapproval  of 
the  Chicago  roads'  practice  of  "arbitrarily  bestow- 
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ing"  upon  the  Chicago  jobber  and  manufacturer 
the  power  "to  reach  out  into  the  other  fellow's  ter- 
ritory on  the  Pacific  coast." 

The  same  conflict  of  interests  that  exists  between 
the  cities  of  the  Central  West  and  the  cities  of  the 
Pacific  coast  is  to  be  found  between  the  southern 
and  the  northern  transcontinental  lines.  The  Atchi- 
son, Topeka  and  Santa  F6  and  the  Southern  Pacific 
railroads  are  ready  to  grant  the  request  of  the  San 
Francisco  jobber  that  the  difference  between  the  rate 
on  car-load  lots  and  the  rate  on  less  than  car-load 
shipments  be  made  large  enough  to  afford  the  San 
Francisco  jobber  a  certain  degree  of  protection  against 
the  competition  from  the  jobber  of  the  Central  West. 
The  roads  in  question  lead  to  San  Francisco,  whose 
jobbers  are  sufficiently  powerful  to  guarantee  the 
San  Francisco  railways  a  due  share  in  the  transcon- 
tinental traffic.  The  Northern  Pacific  and  the  Great 
Northern,  on  the  other  hand,  end  on  the  Puget  Sound, 
whose  cities  are  not  yet  very  large,  and  are  there- 
fore not  in  a  position  to  guarantee  the  northern 
railways  the  traffic  which  San  Francisco  guarantees 
the  southern  ones.  The  Northern  Pacific  and  the 
Great  Northern,  therefore,  are  inclined  to  )aeld  to 
the  demand  of  St.  Louis  and  Chicago  for  compara- 
tively small  differences  between  the  rates  on  car-load 
shipments  and  less  than  car-load  shipments.  In  the 
long  run  the  Northern  Pacific  and  the  Great  Northern 
are  more  interested  in  the  Puget  Sound  cities  than  in 
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St.  Louis  and  Chicago ;  but  the  immediate  needs  of 
their  treasuries  will  not  allow  them  to  pursue  an 
extreme  policy  of  protection  to  the  Puget  Sound 
cities.  To  build  up  a  jobbing  trade  on  the  Puget 
Sound  requires  time ;  and  in  the  interval  the  northern 
transcontinental  lines  find  it  worth  while  to  culti- 
vate the  good-will  of  the  jobbers  at  St.  Louis  and 
Chicago.  And  that  shows  once  more  the  part  played 
by  expediency  and  compromise  in  the  adjustment  of 
railway  rates. 


CHAPTER  V 

DECISIONS   OF   THE   INTERSTATE  COMMERCE 

COMMISSION 

Export  and  Impart  Rates 

%  earlv  in  the  seventies,  the  railways  of  the 
States  have  made  materiallv  lower  rates  to 
mlic  Si'alxKird  on  grain,  flour,  l>acon,  ix)rk, 
"fl,  canmnl  gtxxls.  oil -cake,  tolxicco  and  cotton, 
estiniMl  for  exiK)rt,  than  when  destined  for 
c  consumption.  On  Februarj'  lo,  1888,  for 
?,  the  rates  on  Iwcon,  i)ork,  lanl,  lx*ef  ami 
poods  were  33  cents  |)er  100  jwunds,  if  these 

were  intended  for  domestic  consumption, 
375  cents  if  they  were  intende<l  for  exi)ort. 
r  the  two  sc^ts  of  rates  were,  resfHTtively,  27.5 
id  1 4.625  cents.  Kach  of  the  railways  enpifjeil 
ing  our  agricultural  products  to  the  seaboanl, 
LT,  has  agents  stationi-d  at  the  sealxxinl  and  at 
it  inlaml  market  centres,  whosi*  business  it  is 

informeil  of  the  daily  and  hourly  changes  in 
:es  of  agricultural  staples  in  the  KurojKMn 
i,  and  to  adjust  the  exiM^rt  railwav  rates  to 
ions  in  tho><.*  prices.     This  practice  of  dis- 
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crimination  between  grain  for  export  and  grain  for 
domestic  consumption  has  been  of  the  greatest  value 
to  the  American  farmer,  in  that  it  has  promoted  the 
steady  flow  to  Europe  of  our  agricultural  products, 
and  has  thus  prevented  such  undue  accumulations 
in  this  country  as  would  have  'seriously  depressed  the 
price  in  the  world's  market  at  Liverpool.     It  has  also 
facilitated  a  general  reduction  in  the  transportation 
charges  on  grain  for  export,  and  thus  has  tended  to 
sustain  the  farm  price  of  agricultural  products  here; 
for  the  difference  in  price  between  wheat  on  the 
American  farm  and  wheat  at  Liverpool  averages 
something  like  the  transportation  charges  from  the 
farm  to  Liverpool.     It  has  been  in  the  past,  and  stiD 
remains,  out  of  the  question  for  our  railways  to  low» 
their  rates  on  agricultural  products  destined  for  do- 
mestic consumption  to  the  level  of  the  rates  on  sudi 
products  destined  for  export.    The  revenues  of  the 
railways  could  not  bear  the  loss.     The  alternative  to 
the  existing  discrimination  between  rates  for  export 
and  rates  for  domestic  consumption  would  be,  not 
lower  rates  for  domestic  consumption,  but  higher 
rates  for  export,  with  consequent  lowering  of  the  price 
of  wheat  on  the  American  farm. 

But  while  the  discrimination  under  discussion  re- 
New  York  City  dounds  to  the  advantage  of  the  Ameri- 
versus  the  West-  can  farmer,  it  tends  at  the  same  tinci€ 
ern  Farmer  ^^  eliminate  from  the   export  busi- 

ness the  middleman   at  the  Atlantic  ports.     The 
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Dwner  of  a  grain  elevator  at  New  York  City  cannot 
compete  with  the  western  owner  of  a  grain  elevator, 
if  he  has  to  pay  the  domestic  rate  on  grain  shipped  to 
New  York,  to  be  held  there  for  subsequent  sale  either 
in  the  domestic  market  or  abroad,  while  his  western 
competitor  can  obtain  the  export  rate  on  grain  sent  on 
through  bills  of  lading  directly  from  the  West  to 
Liverpool.  It  is  apparent  that  the  Atlantic  seaboard 
dealer  must  either  withdraw  from  the  export  business, 
conj&ning  his  attention  to  the  domestic  trade,  or 
establish  branches  at  western  points.  So  far  as 
he  establishes  western  branches  and  ships  from  the 
West  on  through  bills  of  lading,  he  ceases  to  use 
his  Atlantic  seaboard  elevators  for  the  storage  of 
grain  for  export.  That  in  turn  not  only  impairs 
the  value  of  his  elevators,  but  also  curtails  the  em- 
ployment on  the  Atlantic  seaboard  of  laborers, 
lawyers,  bankers  and  others  directly  and  indirectly 
dep)endent  upon  the  business  of  storing  grain  in  ele- 
vators. It  is  readily  understood,  accordingly,  why 
in  1889  the  New  York  Produce  Exchange,  alarmed 
at  the  decline  in  the  use  made  of  grain  elevators  in 
New  York  City,  applied  to  the  Interstate  Commerce 
Commission  for  relief.  The  practice  of  discriminat- 
ing between  grain  for  export  and  grain  for  domes- 
tic consumption  likewise  promoted  the  export  of 
grain  by  way  of  Baltimore  and  Philadelphia,  instead 
of  New  York,  by  enabling  the  railroads  leading 
to  these  cities  to  cut  export  rail  rates  for  the  purpose 
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of  neutralizing  in  part  their  variable  higher  ocean 
rates.  This  was  a  further  reason  why  the  New  Yori 
Produce  Exchange  appealed  to  the  Interstate  Com- 
merce Commission  for  the  abolition  of  discriminating 
rates  in  favor  of  expjort  grain. 

The  Interstate  Commerce  Commission  rejected 
the  argument  of  the  railways  that  the  conditions  under 
which  grain  for  domestic  use  and  grain  for  export 
were  carried  were  essentially  dissimUar,  in  that  ex- 
port grain  had  to  meet  in  Liverpool  the  competition 
of  grain  from  Argentina,  Russia,  the  Danubian  Prin- 
cipalities, India  and  Australia.  It  said  that  "con-  | 
siderations  relating  to  competition  in  foreign  markets  ! 
or  what  are  called  the  markets  of  the  world,  do  not  ' 
aid  the  interpretation  of  a  domestic  statute,  nor  so 
enlarge  its  application  as  to  make  it  effective  upon 
the  ocean,  and,  by  reflex  influence,  authorize  different 
standards  for  internal  rates."  To  justify  a  discrimi- 
nation between  rates  on  grain  for  domestic  use  and 
grain  for  export,  the  defendants  must  show  that  the 
conditions  under  which  the  two  kinds  of  traffic  were 
carried  differed  at  New  York,  or  between  westeni 
points  and  New  York;  it  would  not  avail  them  to 
show  that  the  market  conditions  at  Liverpool  differed 
from  the  market  conditions  at  the  Atlantic  seaboani. 
It  therefore  ordered  "that  the  several  defendants 
cease  and  desist  from  unjustly  discriminating  in  thej 
rates  and  charges  for  inland  transportation,  between 
Iraffic  consigned  on  through  bills  to  foreign  ports 
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from  interior  points,  and  like  traflic  consigned  to  the 
seaboard."  ♦ 

It  is  necessary  to  add  that,  in  the  deh'very  of  the 
opinion  and  order,  the  Commission  did  two  things 
Ckira.iertstu  ^^^^  have  been  rather  characteristic 
Axtixuj£  <*f  tk4  of  it.  It  resorted  to  an  appeal  to 
i.^mmusswm  popubr  prcjudicc  that   is  unbecom- 

ing a  court,  though  admirably  adapted  to  the 
[Hiqjoses  of  a  stump  speech ;  and  it  showed  inability 
to  understand  the  reasoning  thai  explains  how  prices 
arc  fixed  in  the  world  markets.  The  Commission 
said  that  the  discrimination  complained  of  gave 
"foreign  purchasers  arlvanlagcs  over  home  dealers, 
ami  cstablishetl  prices  in  foreign  markets  for  the  en- 
tire pHKlucts  exi^rti-il,  ami,  to  some  extent,  for  the 
domestic  sales  as  well."  For  the  charge  of  prefer- 
ence to  foreign  purchasiTs  over  home  dealers  there 
was  no  justification.  The  practice  complaini'tl  of 
gave  advantages  to  the  jKTsons  who  shipjK'tl  on 
through  bills  fn)m  the  interior,  and  the  mere  fact 
that  among  such  jKTsons  were  the  agents  of  Kuro- 
pean  imjiorters  of  grain  did  not  justify  the  charge  of 
preferring  foreign  purchasiTS  over  home  cKakTs. 
The  further  charge  that  the  ratrs  '-omplaincil  of 
•'establishtnl  prices  in  fcirrign  markrts  for  the  entire 
priiduct5  exiK>rte<l,  ami.  to  some  extent,  for  the  clo- 
mestic  sales  as  wi-ll."  was  an   intlorsement   of    the 

•  *'!"•».'  .imJ  I  r.t  :'n:  ^  rhf  fntftitf  -j-;^*.'  "i-?;  i  n,  \^\. 
III.    :  ie    \r.     y.*t    f'.-.iu  f   /-i.ijn^-f  \.    /  w    \r.     ).rk      /-»»."  j."    inJ 
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unsound  argument  with  which  the  New  York  Prod- 
uce Exchange  supported  its  complaint.  That  or- 
ganization said,  "The  theory  that  the  inland  export 
rate  ought  to  be  more  flexible  than  the  inland  tariff 
rate,  in  order  to  place  our  surplus  crops  abroad,  is  all 
a  misconception. 

"  Our  exportable  surplus  of  wheat,  for  example,  is 
about  100,000,000  bushels.  Of  this  quantity  Great 
Britain  absorbs  about  four-fifths,  or  80,000,000. 
That  the  market  value  of  the  exportable  surplus 
product  of  any  country  fixes  the  value  of  the  whole 
crop,  is  a  well-known  and  established  fact.  Prices 
would  advance  in  England  if  our  surplus  was  with- 
held, or  its  exportation  merely  checked.  The  attempt 
of  the  railroad  companies,  therefore,  to  meet  markets 
on  Indian  competition,  etc.,  is  a  direct  and  positive 
injury  to  the  producer ;  because  thereby  the  surplus 
is  hurried  to  market,  and  prices  depressed,  not  only 
on  the  quantity  thus  prematurely  marketed,  but  of 
the  entire  crop,  far  below  the  nominal  or  actual  value, 
if  the  regular  course  of  supply  and  demand  is  allowed 
to  prevail.  Therefore,  instead  of  helping  the  farmer, 
they  create  a  new  and  uncertain  commercial  factor, 
which,  while  it  injures  every  producer,  by  artificially 
depressing  prices,  at  the  same  time  reduces  the  legiti- 
mate earnings  of  the  railroad  companies,  cui  bono?" 

The  Interstate  Commerce  Commission,  in  indor^ 
this  reasoning,  put  itself  on  a  level  intellectually  with 
the  Russian  bureaucrats  who,  not  many  years  ago, 
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rejected  the  farmers'  request  that  railway  rates  be 
Tk^  r  m^tti^  lowered  to  such  a  point  as  to  permit 
€md  tki  Rmssiam  the  raising  of  more  wheat  for  export 
BrnFtmrn-rmcy  0m  qh  \^q  lands  in  the  distant  interior  of 
MrMw  rpm  Russia.  The  reply  came  that  the  flood- 
ing of  the  Liverpool  market  with  Russian  wheat 
would  depress  the  price  of  the  grain  in  Liverpool 
uid  in  Russia,  would  redound  to  the  benefit  of  the 
foreigner  and  would  mean  the  waste  of  the  Russian 
nation*s  labor  and  resources  of  soil. 

Immediately  after  the  Interstate  Commerce  Com- 
mission had  delivered  the  opinion  in  which  it  con- 
demned the  rates  complained  of  by  the  New  York 
Produce  Exchange,  the  Chambers  of  Commerce  of 
Minneaix>lis  and  Indianapolis,  with  various  associa- 
tions of  western  millers  and  farmers,  protested  that 
the  farmer  at  the  West  was  raising  wheat  in  order  to 
make  a  living,  not  for  the  puq)osc  of  maintaining  the 
Krain  elevator  and  commission  business  at  New  York 
City.  The  western  people  saw  clearly  that  the  en- 
forcement of  the  onler  of  the  Interstate  Commerce 
Commission  would  mean  lower  prices  for  western 
produce.*    A  serious  conflict  of  sectional  interests 

*  Tk£  Railr^J  Cavtte,  July  6  and  Auguvt  lo.  18S8  ;  April  12,  1889 ; 
a&i  Itth  Vj.  1S8';. 

(  AyOtl^rc  %\%*.*:  AV^>r/  fif  tki  inJuitrtal  (\*mmttjii*m  pn  Tramt^rtm- 
A/«,  VuL  IV,  p.  2V4.  tc«(itiiiinv  of  Mr.  S.  K.  i  alUway,  rrrtulcnt  New 
\.fk  (  rnfr«l  an>l  llj<U'n  Ki^rr  KailrnA-l  (  u. :  **Vr«.  «<*  have  ai^rnti : 
ri;«.rt  a|(rn!i  m  v  hi  j»j  ■,  an  I  r»p-irl  aj;rti?*  iti  New  Yi  rk,  antl  !hr\  |fct 
thf  :-'.  rt  i  f  thr«r  i>miiii  i;tic»  in  I.i^rr;  i-nl  c%rrv  t!j\,  an-1  \\\v\  k^rl  (be 
Okcan  f.Tiifht.  The  vkhi'lc  thin|{  hat  t«i  t>c  tli>nc  a»  i  nc  ;  vuu  mutt  laikd 
Uka;    Mafl    in    LAVcr|>uuL  .  .  .       Wc    have    a   vurn   ciup    hcce   ul   aln#ut 
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would  thus  have  been  precipitated,  had  not  the  order 
of  the  Commission  been  virtually  set  aside  by  tbe 
Supreme  Court  of  the  United  States,  through  the 
effect  of  its  decision  in  another  matter  presendy  to 
be  described. 

Supplementary  to  the  practice  of  discrimination 
in  favor  of  agricultural  exports,  a  scheme  of  discrim- 
Tht  Com^^  i"at>™  '^  fa«""  0*  ""ports  destined 
\tnm  Phitadei-  for  the  interior  of  the  coxmtiy  had 
pkia,  BaUimort  meanwhile  grown  up.  As  soon  as  the 
a  tvi  ans  j^jj^a^yg  jg^ding  to  Philadelphia,  Balti- 
more and  Montreal  began  to  compete  strongly  fw 
the  business  of  exporting  grain  to  Europe,  they  had 
to  induce  steamship  companies  in  some  special  nay 
to  send  steamers  to  PhUadelphia,  Baltimore  and 
Montreal  to  load  with  grain.  This  had  to  be  dfflie 
because  it  was  difficult  to  find  cargoes  for  steamen 
on  their  way  to  the  cities  in  question,  which  had  little 
standing  as  importing  places.  The  raUways  there- 
fore authorized  the  steamship  lines  to  take  freigld 
from  Europe,  shipped  through  to  points  in  the  inte- 
rior of  the  United  States  by  way  of  the  cities  above 
mentioned,  at  any  rate  that  was  to  be  obtained,  they 

i,^tx>fxjafxa  busbels  k  year.  Now  there  ii  ■  ver;  small  poitioD  of  tlm 
consumed  in  the  Uniled  Stats.  What  arc  you  goiag  to  do  wftb  ite 
•urplui  ?  How  Bie  jon  going  to  CDable  the  farmer  to  aell  it  ?  The  nil- 
toadi  come  in  and  tay :  '  We  will  help  yon  Co  do  thii ;  we  wfll  eulik 
you  to  get  this  to  Liverpool  at  a  cheaper  rate  than  we  can  take  thii  *A 
to  New  York  City.'  Now  that  ii  the  general  theoiT  on  which  we  do  te 
business.  Whether  it  is  right  or  wrong  I  do  not  know.  I  think  if  M 
were  to  stop  it  there  would  be  a  howl  from  the  Wot  Ibat  we  woold  •>( 
get  over  very  soon." 
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themselves  agreeing  to  cany  the  freight  into  the  inte- 
rior at  a  certain  per  cent  of  that  total  rate  *  Thus  in 
time  it  even  came  about  that  New  York  merchants 
occasionally  found  it  advantageous  to  have  their  im- 
ports sent  to  Chicago,  by  way  of  one  of  the  southern 
or  northern  ports,  and  thence  back  to  New  York. 
Again,  Chicago  importers,  such  as  Field,  Leiter  and 
Co.,  were  often  enabled  to  sell  goods  in  "New  York 
territory."  The  situation  no  doubt  annoyed  the 
merchants  of  New  York,  by  curtailing  both  at  home 
and  in  the  West  the  monopoly  of  trade  which  they 
had  long  enjoyed;  it  offended  also  the  American 
manufacturer,  for  it  neutralized  in  part  the  protective 
tariff.  But  to  the  American  people  as  a  whole  the 
practice  was  of  great  benefit,  for  it  promoted  pow- 
erfully the  development  of  Montreal,  Boston,  Phila- 
delphia and  Baltimore  as  ports  of  export  and  import. 
Subsequently  the  practice  of  discriminating  be- 
tween imported  goods  sent  from  Europe  on  through 
bills  of  lading  and  imported  goods  reshipped  at  the 
seaboard  or  domestic  goods  for  the  interior  manu- 
factured on  the  seaboard  was  extended  to  all  ports 
as  far  south  as  New  Orleans  and  Galveston.  This 
extension  was  due  to  the  necessity  of  meeting  water 
competition.  The  railways  leading  from  New  Or- 
leans to  St.  Louis,  Kansas  City,  Omaha  and  Denver 
bad  to  meet  the  competition  of  the  barge  lines  on  the 
Mississippi  River,  if  they  wished  to  share  in  the  car- 

*  Tki  Railroad  GoMetUt  NoTcmber  14,  1879. 
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riage  of  commodities  imported  from  Europe.  The 
Southern  Pacific  Railway  also  had  to  cut  rates  on 
imports  from  Europe,  if  it  wished  to  carry  them  over- 
land from  New  Orleans,  in  competition  with  the 
ocean  routes  by  way  of  Cape  Horn  and  the  Isthmus 
of  Panama.  The  articles  upon  which  the  raQwaj's 
thus  discriminated,  according  as  they  were  shi[^ 
from  the  Atlantic  seaboard  or  were  brought  as  through 
freight  from  Europe,  were  tea,  tin-plate,  soda  caustic, 
wines  and  liquors,  groceries  and  certain  articles  of 
general  merchandise.  The  transportation  buaness 
in  these  commodities  was  not  lai^,  but  it  was 
steadily  increasing  and  yielded  a  revenue  whidi 
was  a  material  aid  to  the  railways. 

In  March,  1889,  on  the  basis  of  the  evidence  in  a 
case  brought  before  it  by  seaboard  commercial  inter- 
ests, the  Interstate  Commerce  Commission  issued  an 
order  providing,  among  other  things,  that  "  imported 
traffic  transported  to  any  place  in  the  United  States 
from  a  port  of  entry  or  place  of  reception,  ...  is 
required  to  be  taken  on  the  inland  tariff  governing 
other  freights  " — that  is,  governing  freights  originat- 
ing on  the  Atlantic  seaboard.  A  few  months  after- 
ward the  New  York  Board  of  Trade  and  Transporta- 
tion, the  Commercial  Exchange  of  Philadelphia  and 
the  San  Francisco  Chamber  of  Commerce  filed  a 
complaint  against  a  large  number  of  railways  for 
violating  the  Commission's  order.*     The  Commisaon 
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iccordingly  again  ordered  all  railways  to  desist  from 
discriminating  between  import  traffic  and  domestic 
traffic,  holding  that  neither  ocean  competition  nor 
any  other  circumstance  or  condition  which  existed 
beyond  the  seaboard  in  the  United  States  could 
justify  a  difference  in  rates  between  import  traffic 
and  domestic  traffic. 

The  whole  matter  was  finally  reviewed  in  a  case 
brought  on  appeal  before  the  highest  tribunal  in  the 

Th€  Smpremi  I^^^-  The  Supreme  Court  of  the 
Cmtri  ^t'trrmUs  United  States,  in  Texas  Pacific  Rail- 
tkt  c^mmisswm      ^^j  ^^    ^    j-^^  Interstate  Commerce 

Commission*  held  that  the  Commission  had  errc<l 
in  not  taking  into  consideration  the  ocean  trans- 
portation as  constituting  a  ** dissimilar  condition"  un- 
der the  Act,  and  in  holding  that  no  circumstances 
and  conditions  which  existed  bcvond  the  seaboard 
in  the  United  States  could  be  legitimately  regardcfl 
by  them  (the  Commissioners)  for  the  puq)ose  of  jus- 
tif>nng  a  difference  in  rates  between  import  and 
domestic  traffic. 

In  the  course  of  the  opinion,  from  which  Justice 
Harlan,  Justice  Brown  and  Chief  Justice  Fuller 
duvsented,  the  Court  said:  **The  answer  of  the 
Texas  and  Pacific  Railway  Company  .  .  .  alleges: 
That  rates  for  the  tninsiwrtation  of  commcxliiiVs 
from  LiveqKK)l  and  London  to  San  Francisco  are  in 
effect  fixed  and  controlk-d  by  tlu*  romjK-tition  of  s;iil- 

•  CmitiJ  Stairt  RepcrU,  Vol  1 62. 
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ing  vessels  for  the  entire  distance;  by  steamships 
and  sailing  vessels  in  connection  with  railroads  across 
the  Isthmus  of  Panama;  by  steamships  and  sailing 
vessels  from  Europe  to  New  Orleans,  connecting 
there,  under  through  anangements  with  the  Southern 
Pacific  Company,  to  San  Francisco.  That,  unless 
the  defendant  company  charges  substantially  the 
rates  specified  in  its  answer,  it  would  be  prevented, 
by  reason  of  the  competition  aforesaid,  from  engag- 
ing in  the  carrying  and  transportation  of  properly 
and  import  traffic  from  London  and  Liverpool  lo 
San  Francisco,  and  would  lose  the  revenue  derived 
by  it  therefrom,  which  is  considerable,  and  impor- 
tant and  valuable  to  said  company.  That  the  rates 
charged  by  it  are  not  to  the  prejudice  or  disadvantage 
of  New  Orleans,  and  work  no  injury  to  that  com- 
munity, because,  if  said  company  is  prevented  from 
participating  in  said  traffic,  such  traffic  would  move 
via  the  other  routes  and  lines  aforesaid  without  bene- 
fit to  New  Orleans,  but,  on  the  contrary,  to  its  disad- 
vantage. That  the  foreign  or  import  traffic  is  upon 
orders  by  persons,  firms  and  corporations  m  San 
Francisco,  buying  direct  of  first  hands  in  London, 
and  other  European  markets;  and,  if  the  order  of 
the  Commission  should  be  carried  into  effect,  it  would 
not  result  in  discontinuance  of  that  practice  or  in 
inducing  them  to  buy  in  New  Orleans  in  any  event. 
That  the  result  of  the  order  would  be  to  injuriously 
affect  the  defendant  company  in  the  carriage  of  arti- 
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dcs  of  foreign  imports  to  Memphis,  St.  Louis,  Kansas 
City  and  other  Missouri  River  points.  That  by 
such  order  the  defendant  company  would  be  pre- 
vented from  competing  for  freight  to  important 
points  in  the  State  of  Texas  with  the  railroad  system 
of  that  State,  having  Galveston  as  a  receiving  port, 
.  .  .  These  allegations  of  the  answer  were  not 
traversed  or  denied  by  the  Commission,  but  are  con* 
&rmed  by  the  findings  of  the  Commission  .  .  .  ; 
and  by  said  findings  it  further  appears  that  the  pro- 
portion the  Texas  Pacific  receives  of  the  through  rate 
is  remunerative;  that  the  preponderance  of  empty 
cars  go  north  during  eight  months  of  the  year,  and 
if  something  can  be  obtained  to  load,  it  is  that  much 
found,  and  anN-thing  is  regarded  as  remunerative 
that  can  be  obtained  to  put  in  its  cars  to  pay  mileage; 
that  the  competition  which  controls  the  making  of 
rates  to  the  Pacific  coast  is  steamship  by  way  of  the 
Isthmus  and  in  cheap,  heavy  goods  around  Cape 
Horn:  that  the  competition  to  interior  points,  such 
as  Missouri  River  {)oints  and  Denver,  is  from  the 
trunk  lines  direct  from  the  Atlantic  seaboanl ;  that 
the  through  bill  of  lading  furnishes  a  collateral  for  the 
transaction  of  business,  takes  fmm  the  shipper  and 
consignee  lx)th  the  care  as  to  intermediate  charges, 
elevators,  whar\es  and  cost  of  handling,  and  puts 
it  on  the  carrier,  nxluces  the  interme<liate  charges, 
ver\*  much  facilitates  the  transaction  of  business,  and 
helps  to  swell  its  volume;   that  the  tendency  of  the 
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through  bill  of  lading  is  to  eliminate  the  < 
between  the  producer  and  consumer,  and  it  has  done 
much  in  that  direction. 

"These  and  other  uncontroverted  facts  that  appear 
in  this  record  would  seem  to  constitute  'circumstances 
and  conditions'  worthy  of  consideration  when  carriers 
are  charged  with  being  guilty  of  unjust  discrimination, 
or  of  giving  unreasonable  and  undue  preference  or 
advantage  to  any  person  or  locality.  .  .  . 

"As  we  have  already  said,  it  could  not  be  supposed 
that  Congress,  in  regulating  commerce,  would  intend 
Congr^,didnPt  to  forbid  or  destroy  an  existing 
initnd  to  tkrottu  branch  of  commerce,  of  value  to  the 
^^■^  common  carriers  and  to  the  consumers 

within  the  United  States.  Clearly,  express  language 
must  be  used  in  the  act  to  justify  such  a  suppos- 
tion. 

"So  far  from  finding  such  language,  we  read  the 
act  in  question  to  direct  the  Commission,  when  asked 
to  find  a  common  carrier  guilty  of  a  disr^rd  of 
the  act,  to  take  into  consideration  all  the  facts  of  the 
given  case,  among  which  are  to  be  considered  the 
welfare  and  advantage  of  the  common  carrier,  and 
of  the  great  body  of  the  citizens  of  the  United  States, 
who  constitute  the  consumers  and  the  recipients  of 
the  merchandise  carried,  and  that  the  attention  of  the 
Commission  is  not  to  be  confined  to  the  advantage 
of  shippers  and  merchants  who  deal  at  or  near  the 
ports  of  the  United  States,  in  articles  of  dome^ 
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production.  Undoubtedly  the  latter  arc  likewise 
entitled  to  be  considered;  but  we  cannot  concede 
that  the  Commission  is  shut  up,  by  the  terms  of  the 
ict«  to  solely  regard  the  complaints  of  one  class  of 
the  community.  We  think  that  Congress  has  here 
pointed  out  that  in  considering  questions  of  this  sort 
the  Commission  is  not  only  to  consider  the  wishes 
and  interests  of  the  shippers  and  merchants  of  large 
cities,  but  to  consider  also  the  desire  and  advantage 
of  the  carriers  in  securing  special  forms  of  traflfic,  and 
the  interest  of  the  public  that  the  carriers  should 
secure  that  traffic,  rather  than  abandon  it  or  not 
attempt  to  secure  it.  .  .  . 

•'Moreover,  it  must  not  be  overlooked  that  this 
legislation  is  experimental.     Even  in  construing  the 
terms  of  a  statute,  courts  must  take  notice  of  the  his- 
tor\-  of  legislation,  and,  out  of  different  possible  con- 
structions, select  and  apply  the  one  that  Ix'st  com{x)rts 
with  the  genius  of  our  institutions,  and  therefore  most 
likclv  to  have  been  the  construction  intencli*<l  hv  the 
lawmaking  px>wer.     Commerce,  in  its  largest  si*nse. 
must  be  deemed  to  be  one  of  the  most  im|K>rtant  sub 
jccLs  of  legislation ;  and  an  intention  to  promote  and 
facilitate  it,  and  not  to  ham{>er  or  destniy  it,  is  natu- 
rally to  be  attributed  to  Congress.     I'he  very  terms  of 
the  statute,  that  charges  must  Ik'  'nMvmalJr.'  that 
diMTrimination  must  not  lx»  'unjust'  and  that  prefer 
cnce  or  advantairt-  to  any  partinilar  iH-rvm.   firm, 
Corporation  or  hxrality  must  n<»t  lie  'undue*  wx  *un 
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reasonable,*  necessarily  imply  that  strict  unifonnity 
is  not  to  be  enforced,  but  that  all  circumstances  and 
conditions  which  reasonable  men  would  r^ard  as 
affecting  the  welfare  of  the  carrying  companies,  and 
of  the  producers,  shippers  and  consumers,  should  be 
considered  by  a  tribunal  appointed  to  carry  into  effect 
and  enforce  the  provisions  of  the  act.  .  .  . 

"The  conclusions  that  we  draw  from  the  histoy 
and  language  of  the  act,  and  from  the  decisions  of 
our  own  and  the  English  courts,  are  mainly  these: 
That  the  purpose  of  the  act  is  to  promote  and  facili- 
tate commerce,  by  the  adoption  of  regulations  to 
make  charges  for  transportation  just  and  reasonable, 
.  .  .  that,  in  passing  upon  questions  arising  under 
the  act,  the  tribunal  appointed  to  enforce  its  prori- 
sions,  whether  the  Commission  or  the  courts,  is  em- 
powered to  fully  consider  all  the  circumstances  and 
conditions  that  reasonably  apply  to  the  situation,  and 
that  in  the  exercise  of  its  jurisdiction  the  tribunal 
may  and  should  consider  the  legitimate  interests  as 
well  of  the  carrying  companies  as  of  the  traders  and 
shippers,  and,  in  considering  whether  any  particular 
locality  is  subjected  to  an  undue  preference  or  dis- 
advantage, the  welfare  of  the  communities  occupying 
the  localities  where  the  goods  are  to  be  delivered  is 
to  be  considered,  as  well  as  that  of  the  communities 
which  are  in  the  locality  of  the  place  of  shipment; 
that  among  the  circumstances  and  conditions  to  be 
considered,  as  well  in  the  case  of  traffic  originating 
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in  foreign  ports  as  in  the  case  of  traffic  originating 
within  the  limits  of  the  United  States,  competition 
that  affects  rates  should  be  considered,  and  in  decid- 
ing whether  rates  and  charges  made  at  a  low  rate  to 
secure  foreign  freights,  which  would  otherwise  go  by 
competitive  routes,  are  or  are  not  undue  and  unjust, 
the  fair  interests  of  the  carrier  companies  and  the 
welfare  of  the  community  which  is  to  receive  and  con- 
sume the  commodities  are  to  be  considered;  that 
if  the  Commission,  instead  of  confining  its  action  to 
redressing,  on  complaint  made  by  some  particular 
firm,  corfwration  or  locality,  some  specific  disregard 
by  common  carriers  of  provisions  of  the  act,  pro- 
poses to  promulgate  general  orders,  which  thereby 
become  rules  of  action  to  the  carrying  companies, 
the  spirit  and  letter  of  the  act  require  that  such 
orders  should  have  in  view  the  purpose  of  promoting 
and  facilitating  commerce,  and  the  welfare  of  all  to  be 
affected,  as  well  the  carriers  as  the  traders  and  con- 
sumers of  the  country. 

**  It  may  be  said  that  it  would  be  impossible  for  the 
Commission  to  frame  a  general  order  if  it  were  neccs- 

7i#  c^mmttsswn's  ^^  ^^  enter  so  wide  a  field  of  investi- 
Or^UrimEgicta  gation,  and  if  all  interests  that  are 
0f  H'idi  im-  liable  to  be  affected  were  to  be  consid- 
ered. This  criticism,  if  well  founded, 
would  go  to  show  that  such  orders  are  instances  of  gen- 
eral legislation,  ri'quirinR  an  excrciscof  the  law-making 
power,  and  that  the  general  orders  made  by  the  Com- 
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mission  in  March,  1889,  and  January,  1891,  instead 
of  being  regulations  calculated  to  promote  and  en- 
force the  express  provisions  of  the  Act,  are  themselves 
laws  of  wide  import,  destroying  some  branches  of 
commerce  that  have  long  existed,  and  imdertaking  to 
change  the  laws  and  customs  of  transportation  in  the 
promotion  of  what  is  supposed  to  be  public  policy. 

"This  is  manifest  from  the  facts  furnished  us  in 
the  reports  and  findings  of  the  Commission. 

"It  is  stated  in  that  report  that  the  Illinois  Central 
Railway  Co.  averred  in  its  answer  that  it  was  con- 
strained by  its  obedience  to  the  order  of  March, 
1889,  to  decline  to  take  for  shipment  any  import 
traffic,  and,  to  its  great  detriment,  to  refrain  from  the 
business,  for  the  reason  that  to  meet  the  action  of 
competing  lines,  it  would  have  to  make  a  less  rate  on 
the  import  traffic  than  on  the  domestic. 

"Upon  this  disclosure  that  their  order  had  resulted 
in  depriving  that  company  of  a  valuable  part  of  its 
traffic  (to  say  nothing  of  its  necessary  effect  in  in- 
creasing the  charges  to  be  finally  paid  by  the  con- 
sumers), the  Commission  in  its  report  naively  remarks : 
*This  lets  the  Illinois  Central  Railway  Co.  out.' 

"We  also  learn  from  the  same  source  that  there 
was  competent  evidence  adduced  before  the  Com- 
mission, on  the  part  of  the  Pennsylvania  Railroad 
Co.,  that  that  company's  compliance  with  the  order 
of  the  Commission  had  resulted  in  a  considerable 
falling  of  traffic;  that   the   steamships   had   never 


THE  DECISIONS  OF  THE  COMMISSION         337 

assented  to  the  Pennsylvania  charging  its  full  inland 
rates  (on  import  traffic);  that  if  it  were  definitely 
determined  that  the  road  was  not  at  liberty  to  charge 
less  than  the  full  inland  rate,  the  result  would  be  that 
it  would  effectually  close  every  steamship  line  sailing 
to  and  from  Baltimore  and  Philadelphia."  At  this 
time  the  imports  at  Baltimore  aggregated  about 
$15,000,000  a  year,  whereas  the  exports  aggregated 
$51,000,000. 

Very  nearly  every  important  decision  in  which  the 
Interstate  Commerce  Commission  has  condemned  an 
American  rate  practice  is  open  to  this  criticism  made 
l>y  the  Supreme  Court  in  the  case  under  review  — 
that  the  Commission  arrived  at  its  decision  by  ignor- 
ing the  rights  of  all  the  parties  to  the  controversy 
excepting  the  complainant.  And  that  criticism  is 
fatal ;  for  in  most  of  the  cases  brought  before  the  Com- 
"mission  the  conflict  has  not  been  between  the  rail- 
^ys  and  the  people,  but  between  one  section  of  the 
(njUic  and  another  section  of  the  public,  each  such 
section  being  ser\ed  by  its  {xirticular  railway  or  rail- 
^■a\-s. 

In  obedience  to  a  resolution  of  the  Senate  of  the 
Initcd  States,  the  Interstate  Commerce  Commis- 
sion,* early  in  1903,  inquired  into  the  matter  of  the 
rates  on  im|x)rt  and  domestic  tratTic.  Upon  that 
occasion  the  Commission  aske<l  Mr.  Tuttle,  President 

•  Kef^rti  ^mJ  De%numt  cf  tke  Inter uatt  C^mmtr^t  C^mmutt^m,  Vol 
IX,  /m  «l#  M*tUr  #/  kiiUt  en  Jmpifrt  mmJ  DomtitK  Trogii, 

Z 
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of  the  Boston  and  Maine  Railroad,  what  effect  it 
would  have  upon  the  port  of  Boston  if  Congress 
should  enact  a  law  providing  that  import  and  domes- 
tic rates  from  ports  of  entiy  in  the  United  States  tc» 
interior  points  of  destination  should  be  the  same^ 
The  witness  replied,  "I  think,  in  that  event,  Boston 
would  ultimately  have  little  use  for  its  export  wharveSi, 
and  might  finally  turn  them  into  vegetable  gardens." 
Mr.  Tuttle  added :  "Our  outgoing  natural  productis 
require  steamer  space  greatly  in  excess  of  the  incoming 
quantities  of  foreign  goods,  and  it  becomes  therefore 
a  commercial  necessity  that  every  transportation  line 
leading  from  each  port  of  entry  to  the  interior  of  this 
country  do  everything  in  its  power  to  encour^  the 
growth  of  import  business,  even  to  the  extent,  in 
emergencies,  of  joining  in  through  import  rates  which 
are  of  themselves  profitless.  ...    If  we  are  to  sell 
our  goods  in  the  markets  of  the  world,  we  must 
furnish  export  transportation  to  those  markets;  we 
must  supply  traffic  to  ocean  lines  from  the  ports  of  the 
United  States  to  the  ports  of  Europe.    If  our  laws 
or  the  custom  of  our  railroads,  either  by  onerous  cus- 
toms duties  and  regulations  or  by  excessive  freight 
tariffs  or  by  both,  make  it  impossible  to  buy  goods  in 
foreign  markets  and  resell  them  in  our  markets,  then 
we  shall  have  no  import  business ;  and  if  we  have  no 
import  business  with  which  to  fill  the  cargo-carrying 
capacity  of  our  inbound  trans-Atlantic  ships,  then  a 
higher  rate  must  be  levied  by  them  on  the  outbound 
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traffic,  or  they  wfll  become  profitless  and  be  of  neces- 
sity discontinued,  and  our  export  traffic  and  the  sale 
of  our  products  abroad  wiU  likewise  be  proportion- 
ately discontinued.  ...  I  think  Congress  and  the 
people  at  large  should  be  brought  to  comprehend 
that  no  matter  how  much  this  intricate  problem  of 
adjusting  the  relations  of  import  and  domestic  freight 
rates  may  seem,  for  the  moment,  to  have  narrowed 
itself  to  one  of  competition  between  the  seaports  and 
transportation  lines,  there  is  involved  in  it  the  inesti- 
mably larger  and  more  important  question  whether 
our  great  railway  system  shall  have  continued  freedom 
to  extend  and  develop  our  foreign  conunerce,  so  that 
the  United  States  shall  ultimately  become  a  more 
extensive  seller  of  its  manufactured  as  well  as  of  its 
natural  and  food  products  in  all  the  great  marts  of 
the  world's  trade,  or  shall  retrace  its  steps  in  the  path 
of  international  progress  upon  which  it  has  so  profit- 
ably and  prosperously  entered,  and  erect  a  Chinese 
wall  along  its  seacoasts,  so  that  nothing  produced 
abroad  shall  ever  come  in,  with  the  inevitably  re- 
sultant corollary  that  nothing  but  such  of  our  food 
products  as  the  rest  of  the  world  absolutely  needs 
shall  hereafter  go  out." 

In  connection  with  the  concluding  words  of  this 
quotation  it  should  be  borne  in  mind  that  in  the  near 
futxire  the  Argentine  wheat  is  destined  to  become  a 
much  more  formidable  competitor  in  Liverpool  of 
American  wheat,  and  that  every  factor  that  shall 
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arrest  the  decline  in  the  cost  of  moving  American 
wheat  from  the  farm  to  Liverpool  will  redound  to 
the  advantage  of  the  Argentine  wheat  in  the  coming 
struggle. 

Another  witness,  the  representative  of  one  of  the 
leading  trunk  lines,  stated  that  the  practice  under  n- 
Him  Ike  Gulf  view  had  become  an  important  agency 
Ports  are  being  in  developing  Bnmswick  and  Savan- 
'^^"^  nab,  Ga.,  Charleston,  S.C.,  Mobile, 

Ala.,  Galveston  and  Sabine,  Tex.,  and  New  Or- 
leans into  more  effective  competitors  for  the  export 
and  import  trade  of  the  Mississippi  Valley  and  the 
trans-Mississippi  territory.  He  said:  "When  you 
take  heavy  traffic,  if  a  man  is  not  in  a  hurry,  and  fre- 
quently he  is  not,  12  cents  a  ton  —  I  mean  to  say 
12  cents  a  ton  on  the  total  cost  of  carriage;  that  in- 
cludes your  insurance  as  well  — 12  cents  a  ton  wiD 
turn  that  traffic  (from  one  port  to  another)  wbetho' 
it  is  going  to  Chicago  or  to  San  Francisco."  He 
added  that  the  traffic  covered  crockery,  cement,  salt, 
plate  glass  and  similar  articles,  which  were  so  desir- 
able as  ballast  that  vessels  sometimes  carried  them 
free,  and  had  even  at  times  paid  for  the  privilege  of 
carrying  them. 

At  the  hearing  which  the  Commission  held  in  New 
York,  the  manager  of  the  Vulcanite  Portland  Canent 
Co.,  of  Vulcanite,  N.  J.,  complained  that  the  discrimi- 
nation in  favor  of  cement  unported  on  through  bills 
of  lading  often  entu:ely  offset  the  customs  duty  on 
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cement ;  at  the  hearing  in  Washington  a  representa- 
6\t  of  the  Pittsburg  Plate  Glass  Co.  nuule  a  similar 
complaint ;  and  at  the  hearing  in  Chicago  the  general 
^ht  agent  of  the  Illinois  Central  Railroad  Co. 
showed  that  salt  had  often  been  shipped  from  Liver- 
pool through  New  Orleans  to  Chicago  for  a  charge 
less  than  that  made  on  domestic  salt  from  New 
Orleans  to  Chicago. 

Had  the  Interstate  Commerce  Commission  been 
pemiittcd  to  stop  the  practice  of  discriminating  in 
ta\-or  of  commodities  imported  on  through  bills  of 
lading,  the  American  manufacturers  of  crockery,  cem- 
ent and  plate  glass  would  have  one  grievance  less ; 
but  Boston,  Philadelphia,  Baltimore,  Newport  News 
vxl  New  Orleans  would  be  but  feeble  competitors  of 
Xew  York,  while  Brunswick,  Charleston,  Savannah, 
Mobile  and  Galveston  would  be  little  more  than 
names  on  the  map.     Furthermore,  every  producer 
and  consumer  in  the  interior  of  the  United  States 
vouki  be  less  well  ofT  than  he  is ;  for  the  rivalry  of  the 
competing  ports,  each  ser\'ed  by  its  line  or  lines  of 
railway,  has  been  the  most  important  factor  not  only 
in  reducing  railway  rates,  but  also  in  reducing  the 
commissions  and  the  warehouse  charges  made  by  the 
exporters  of  our  farm  products  and  the  importers  of 
the  articles  of  foreign  origin  consumed  by  the  people 
of  the   United  States.     Since  the  railways  leading 
from  the  trans  Mississippi  territory  to  the  Gulf  |)orts 
have  become  elTective  comjxtitors  for  the  carriage  of 
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grain  for  export,  the  difference  between  the  price  of 
grain  on  the  American  farm  and  the  price  of  grain 
in  Liverpool  has  been  materially  reduced— to  the 
advantage  of  the  American  farmer.* 

In  1899  the  Interstate  Commerce  Commission  t 
once  more  investigated  the  relative  rates  on  giain  for 
TkeCammusuM  domestic  use  and  grain  for  export, 
versus  tMt  Wat-  This  time  it  responded  to  certain  reso- 
tm  Farmer  lutions  of  the  Chicago  Board  ol 
Trade,  passed  in  the  interest  of  the  Chicago  com- 
mission merchants,  who  were  middlemen  between 
the  American  farmer  and  the  Eiiropean  consumer, 
and  were  being  crowded  out  through  the  economies 
and  raUway-rate  practices  which  the  railways  leading 
to  the  Atlantic  seaboard  by  way  of  Chio^  had 
adopted,  in  order  to  meet  the  competition  of  the  rail- 
ways leading  to  the  Gulf  ports.J  Those  economies 
and  railway-rate  practices  have  been  described  at 
length  in  a  preceding  chapter. 

The  Interstate  Commerce  Commission  said: 
".  .  .  Conditions  may  [at  times]  justify  the  existence 
of  a  lower  rate  for  export  than  for  domestic  use,  but 
in  the  absence  of  such  conditions  we  cannot  concur 

■  Ref<n-t  ef  llu  Inthutrial  Cemmiuien  on  At  OistrOtUitm  ^  Ftrm 
Prediuti,  pp.  7-10  md  70-77  ;  >nd  Report  of. llu  Indtatrial  C»mmiiM» 
Bit  Agricullur/  and  AgrimUaral  Labor,  pp.  195-joo. 

t  InlertlaU  Commirci  Commission  Rtperb,  Vol  Vin,  /■  At  *•*' 
«/  Export  Rales  from  Points  East  and  West  of  tkt  MUsiitiffi  Risnr,  aa^ 
In  Ike  Matter  0/  Relative  Rates  upon  Export  and  Domestir  Tr^  n 
Grain  and  Grain  Prodmett  and  of  Hu  FuMitatieH  of  Tarigl  rdahut  • 
Sutk  Traffie. 

I  The  Railroad  Caut/t,  JtlDuirT  17,  Aogiut  iS  ud  Septembo'  I, 
1899. 
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in  the  idea  that  any  permanent  system  of  rates  which 
renders  a  service  for  the  foreigner  at  a  less  price 
than  is  paid  by  the  American  can  be  just  to 
the  American;  nor  would  we  permit  the  continu- 
ance of  such  a  system  if  we  had  the  power  to  prevent 
it/*  The  Commission  a  moment  before  had  stated 
that,  under  the  ruling  of  the  Supreme  Court  in  Texas 
ontf  Pacific  Railroad  v.  Interstate  Commerce  Com- 
wnssion,*  it  was  constrained  to  hold  that,  as  a  matter 
of  law,  the  Act  to  Regulate  Commerce  did  not  pro- 
hibit e\'ery  discrimination  between  freight  carried 
far  export  and  freight  carried  for  domestic  use,  but 
only  unjust  discrimination.  It  now  went  on  to  say: 
"•  .  .  The  question  for  our  consideration  is  there- 
fore one  of  fact,  and  seems  to  be,  upon  this  branch  of 
the  case,  whether  the  present  adjustment  of  export 
and  domestic  rates  discriminates  against  the  domestic 
consumer  in  favor  of  the  foreign  consumer.  What 
reason  is  there  why  the  foreigner  who  eats  our  wheat 
ihould  have  it  transported  from  the  Mississippi 
River  to  New  York  for  12  cents  a  hundred  (X)unds, 
while  the  American  is  obliged  to  pay  19.5  cents  for 
the  same  ser\'ice. 

"The  Supreme  Court  in  the  Import  Rate  Case  has 
laid  doif^n  the  rule  which  should  guide  the  Commission 
in  the  determination  of  that  question.  It  is  not  every 
discrimination  which  is  forbidden  by  the  Act  to  Reg- 
ulate   Commercr.  hut    only  unjust    discrimination; 

•  I'HifeJ  Stafei  Ktf\^*ti,  Vul.  162, 
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and  the  court  holds  that,  in  detennming  whether  a 
discrimination  is  in  fact  unjustifiable,  the  interests 
of  all  parties  involved  must  be  considered.  The 
parties  involved  in  this  case  are  the  producer  of  grain, 
the  domestic  consumer  and  the  inland  carrier;  we 
are  not  concerned  with  the  foreign  consumer." 

By  means  of  erroneous  reasoning,  reviewed  at 
length  in  a  previous  chapter,  the  Commission  next 
arrived  at  the  conclusion:  "That  the  American  pro- 
ducer has  derived  no  substantial  benefit  from  these 
rates;  that  the  American  carrier  has  lost  enormously 
by  them  and  that  the  foreigner  alone  has  had  the 
benefit  of  them.  ...  It  is  im|x)ssible  more 
strongly  to  emphasize  the  folly  of  the  whole  proceed- 
ing than  by  the  mere  statement  of  it.  .  .  .  There 
are  perhaps  two  kinds  of  injury  which  follow  from  the 
maladjustment  of  freight  rates.  One  is,  so  to  speak, 
an  indirect  injury  to  the  community  as  a  whole; 
the  other  a  direct  injury  to  some  particular  individual 
or  industry.  The  Act  to  Regulate  Commerce  was 
undoubtedly  intended  to  cover  both  classes;  still, 
it  is  the  direct  injury  which  appeals  more  stron^y 
to  the  sense  of  right  and  wrong,  and  demands  more 
loudly  some  immediate  redress.  In  this  case  it 
would  not  be  right,  in  the  absence  of  some  justifying 
reason,  for  American  railroads  to  permanently  trans- 
act business  for  foreigners  at  a  less  rate  than  that  f« 
which  they  render  a  corresponding  service  to  Ameri- 
can citizens.    Such  a  course  is  wrong  nevertheUss  i} 
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individual  and  no  community  can  say  it  is  injured 
amd  point  out  the  extent  of  that  injury.  No  such  per- 
manent condition  should  be  tolerated.  If  such  a 
condition  had  become  or  were  likely  to  become  per- 
manent, we  should  deem  it  our  duty  to  attempt  some 
redress.  The  testimony  in  this  case  indicates  that 
such  is  not  the  case.  The  carriers  recognize  the  fact 
that  these  export  rates  are  altogether  too  low  in  pro- 
portion to  domestic  rates.  They  are  the  chief  losers 
by  the  course  now  adopted.  That  course  is  the  re- 
sult of  competitive  conditions  which  in  the  end  will 
probably  work  out  some  rational  basis  upon  which 
this  traffic  is  to  be  handled.*' 

In  1895  the  farmers  of  the  United  States  increased 
the  area  under  com  by  19,500,000  acres,  or  31  per  cent. 

-  7»<wi// <»/ s>-  ^^  ^^7  ^^^  ^^^  ^^^y  increased 
cmI rrti^rets^  the  area  under  wheat  by  9,500,000 
Tcnus  Cimdaums  acres,  or  27  per  cent.     For  a  large  part 

of  the  enormous  crops  corresi)on(nng 
to  these  figures  it  was  necessary  to  find  a  market 
abroad.  In  the  period  1890-^5  the  United  States  had 
exported  59,000,000  bushels  of  corn  a  year,  or  3.3  |x?r 
cent  of  its  com  crop ;  in  the  period  from  1896  to  1901 
those  figures  became  respectively  1 77.000,000  bushels, 
ami  8.6  per  cent.  The  exports  of  wheat  increaseil 
from  an  annual  average  of  145.000,000  Imshels  in 
1893-96  to  an  annual  average  of  210.000.000  in 
iS<;7  i<>oo.  It  i*^  ()l)vi«)us  tluil  thrsr  enormously 
augmented  quanlilics  of  grain  could  not  Ix'  thrown 
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upon  the  Liverpool  market  without  breaking  the 
price.  It  was  therefore  a  most  happy  combinatioo 
of  circumstances  that  in  the  period  from  1896  to 
1900,  and  especially  in  1899  and  1900,  ottr  expert 
rates  on  grain  were  exceptionally  low,  because  of 
the  competition  between  the  railways  leading  from 
the  West  to  the  Gulf  and  to  the  Atlantic  seaboaid 
respectively. 

The  farm  price  of  wheat  broke  in  1898  and 
the  subsequent  years,  but  it  did  not  fall  to  the 
low  level  of  1893-95  —  thanks,  in  part,  to  the  great 
reduction  in  the  charge  made  for  moving  the 
wheat  from  the  farm  in  America  to  the  market  in 
Liverpool.  Of  these  facts  the  Interstate  Commerce 
Commission  took  no  cognizance ;  indeed,  in  all  proba- 
bility it  never  occurred  to  the  Commission  to  inquire 
into  the  realm  of  facts  here  indicated.  One  of  the 
most  characteristic  things  about  the  Interstate  Com- 
merce Commission  has  been  that  it  has  repeatedlj 
condemned  great  American  rate  practices  without 
adequate  inquiry  into  the  part  played  by  those  prac- 
tices in  the  development  of  the  resources,  the  trade 
and  the  industry  of  our  country.  It  has  rendered 
decisions  and  issued  orders  that  in  effect  were  na- 
tional acts  of  legislation,  and  that  would  have  de- 
stroyed great  branches  of  established  trade,  whoi 
those  decisions  and  orders  were  founded  on  nothing 
more  than  some  fantastic  theory  invented  for  the 
occasion  and  in  conflict  with  the  established  law  d 
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our  country  and  the  genius  of  our  institutions.  Such 
a  theory  was  the  one  that  the  policy  of  protection  to 
our  infant  industries  forbade  the  railways  discrim- 
inating permanently  in  favor  of  agricultural  products 
carried  for  export,  lest  the  foreign  manufacturer  be 
gi\-en  an  undue  advantage  over  the  American  manu- 
facturer. Another  such  theory  was  the  one  that  a 
rate  practice  might  be  unlawful,  though  no  individual 
and  no  community  could  say  it  was  injured  by  it  and 
point  out  the  extent  of  that  injury. 

It  is  for  this  reason  that  the  Supreme  Court  of 
the  United  States  has  reversed  the  decisions  of  the 
Interstate  Commerce  Commission  time  and  again 
upon  questions  of  law  and  upon  questions  of  fact, 
and  has  taken  occasion  to  express  emphatically  its 
disapproval  of  the  economic  jwlicy  that  has  under- 
lain the  decisions  of  the  Commission.  The  Interstate 
Commerce  Commission  has  sought  to  construe  the 
Act  to  Regulate  Commerce  and  to  estimate  the  evi- 
dence as  to  questions  of  fact  arising  in  cases  involving 
that  Act  under  the  guidance  of  what  it  has  Ixrn 
pleased  to  term  **  theories  of  social  pn)grcss'*  - 
theories  which  were  neither  a  part  of  the  eslal)li^he(l 
law  of  the  land  nor  in  conformity  with  the  genius  of 
our  institutions.  The  Supreme  Court,  on  the  other 
hand,  has  held  that  the  .\cl  to  Regulate  Commerce 
must  Ix*  construitl  in  confonnitv  to  the  estalJishetl 

m 

law.  and  that  ihc  t-vidcncc  ai|tlikt'«l  fur  thr  <liliTrnina- 
tiun  of  cjue>tions  of  fail  ari-in;^'  umliT  ihc  Act  must 
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be  estimated  and  weighed  in  the  ^irit  of  the  law  of 
the  land.  That  is  why  the  Supreme  Court  has  over- 
ruled the  Commission  on  questions  of  law,  as  well  as 
on  questions  of  fact. 

In  conclusion,  it  will  not  be  amiss  to  add  that 
discriminating  rates  in  favor  of  traffic  carried  for 
export  were  an  important  aid  to  the  men  who  in- 
creased our  exports  of  iron  and  steel  from  57,000 
tons  in  1896  to  281,000  tons  in  1897,  to  469,000  tons 
in  1898  and  to  578,000  tons  in  1899;  that  they  are 
at  the  present  moment  an  important  aid  to  the  manu- 
facturers of  Pennsylvania  and  the  cotton  manufac- 
turers of  New  England,  who  compete  in  the  Orient, 
with  the  aid  of  our  transcontinental  railways,  with 
the  manufacturers  of  England,  Belgium  and  Ger- 
many, who  ship  by  way  of  the  Suez  Canal ;  that 
they  are  an  important  aid  to  the  California  fruit- 
grower who  ships  fruit  to  Europe  by  way  of  the 
Atlantic  ports ;  and  that  they  are  an  important  aid 
to  the  lumber  and  planing  mills  at  the  Southwest 
which  ship  window  sashes,  doors,  etc.,  to  Scotland 
and  England. 


CHAPTER  VI 

THE  DECISIONS  OF  THE  INTERSTATE  COMMERCE 

COMMISSION   (continued) 

The  Long'  and  Short-haul  Clause 

Let  us  consider  next  the  Interstate  Commerce 
Conunission's  condemnation  of  another  great  Ameri- 
can rate  practice:  the  so-called  competitive-point, 
or  basing- point,  system.  As  that  system  has  been 
described  in  a  preceding  chapter,  it  will  suffice 
to  add  that  it  was  admirably  adapted  to  the 
needs  of  the  United  States  —  a  virgin  country  with 
a  sparse  population  and  a  limited  supply  of  capital, 
whose  several  sections  differed  enormouslv  in  resources 
and  in  capacity  for  development.  Obviously  it  was 
good  public  policy  to  apply  our  limited  population 
and  capital  to  the  development  of  those  resources, 
regions  and  cities  which  promised  to  respond  most 
quickly  to  efforts  at  development.  It  was  sound 
policy  to  discriminate,  to  develop  first  our  most  prom- 
ising fields ;  and  as  these  became  exhausted,  and  the 
supply  of  labor  and  capital  incTfastHl.  to  turn  to  the 
development  of  the  less  promising  fields.     That  was 

>I9 
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why  we  began  as  an  agricultural  and  pastoral  people; 
then  turned  to  the  cruder  kinds  of  manufacturiog, 
such  as  the  manufacture  of  lumber  and  pig  iron ;  then 
turned  to  the  manufacture  of  the  coarser  cotton  and 
woollen  cloths;  and  finally,  to  the  manufacture  of 
silks. 

The  railways  pursued  the  same  course :  they  de- 
veloped first  the  most  promising  resources,  the  most 
promising  cities;  and  then  they  turned  to  the  less 
promising  ones  —  that  is,  they  discriminated.  The 
intelligence  which  our  railways  exercised  in  that  dis- 
crimination, the  imagination  which  they  displayed 
in  discovering  resources  and  possibilities  of  trade,  and 
the  courage  and  energy  with  which  they  acted  upon 
their  discoveries  have  been  their  distinguishing  char- 
acteristics. In  these  matters  the  railways  cooperated 
with  the  American  people,  promoting  their  immediate 
as  well  as  their  permanent  mterests;  they  did  not  go 
counter  to  the  people's  interests,  temporary  or  per- 
manent. The  policy  of  the  railways  in  making  rales 
was  not  governed  by  a  fixed  rule,  such  as  a  distance 
tari£f ;  the  rates  were  made  as  occasion  arose,  and  so 
as  to  meet  the  needs  of  the  occasion ;  they  manifested 
but  one  overruling  principle  —  the  development  of 
industry  and  trade  wherever  such  development  was 
practicable.  In  this  way  the  railways  have  developed 
trade  between  the  most  distant  parts  of  the  United 
States,  until  they  have  made  our  country  "one  in  its 
business  enterprises  and  a  unit  in  its  business  acdvi- 
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tics,*'  and  have  carried  the  utilization  of  its  resources 
to  such  a  pitch  as  to  make  it  to  Europe  a  source  of 
wonder  and  despair. 

Ulien  one  of  the  most  important  rate  practices  by 
means  of  which  our  railways  accomplished  these 
things,  the  competitive-point  or  basing-point  system, 
was  brought  before  the  Interstate  Commerce  Com- 
mission, that  body  condemned  it  in  all  instances  ex- 
cepting those  in  which  could  be  proved  the  presence 
of  actual  water  competition  or  the  competition  of  a 
Canadian  railway.  It  refused  to  exercise  the  power 
of  discretion  which  the  so-called  long-  and  short-haul 
clause  of  the  Act  to  Regulate  Commerce  had  be- 
stowed upon  it.  It  developed  the  doctrine  that  railway 
rates  may  not  be  adjusted  to  each  other  on  "com- 
mercial considerations,"  but  that  such  adjustments 
must  conform  strictlv  to  differences  in  the  costs  of  the 
services  for  which  the  respective  rates  were  made. 
In  conformity  with  that  doctrine  it  interpreted  the 
so<alled  long-  and  short-haul  clause  and  estimated 
the  evidence  adduced  in  connection  with  questions 
of  fact  arising  under  that  clause.  The  Supreme  Court, 
however,  could  find  no  warrant  for  that  doctrine  in 
the  established  law  of  the  land  or  in  the  genius  of 
our  institutions,  and  therefore  it  reversed  the  de- 
cisions of  the  Commission  on  questions  of  law  and 
questions  of  fact. 

Shortly  after  the  Interstate  C^)mm^^(H'  Commission 
had  been  ap|K)inlctl,  it  considered,  u|)on  the  petition 
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of  the  Vermont  State  Grange  of  the  Patrons  trf 
Tiu  Ctmimssim  Husbandry,  the  question  wbetho-  the 
igMfrtt  tiu  spirit  Central  Vermont  Raflioad  Co.  was 
ofth*Law,ufol-  violating  the  long-  and  short-haul 
claiise,  by  chai^mg  more  for  the  car- 
riage of  freight  from  Boston  to  Detroit  and  other 
western  points  than  for  the  carriage  of  freight  from 
Boston  to  St.  Albans  and  other  local  points  in  Yep 
mont*  The  question  turned  on  whether  the  tm> 
kinds  of  traffic  were  carried  "under  substantially 
similar  conditions  and  circumstances." 

In  the  course  of  the  opinion  the  Commission  said: 
"What  is  important  is  the  fact  that  the  through  bua- 
ness  is  a  necessity  to  the  Central  Vermont,  if  it  is  to 
maintain  its  present  state  of  efficiency.  The  strictly 
through  tonnage  over  it  for  the  year  ending  June  30, 
1886,  was  79  per  cent  of  all ;  the  strictly  local  tonnage 
was  but  5^  per  cent,  while  what  is  denominated  in 
the  evidence  joint  freight,  that  is  to  say,  fre^ht  re- 
ceived at  points  on  the  line  from  points  beyond  its 
termini,  or  taken  up  at  local  points  to  be  transported 
beyond  the  termini,  was  15^  per  cent.  It  is  very  evi- 
dent from  these  figures  that  neither  on  the  local  traffic 
alone  nor  on  that  and  the  joint  traffic  can  a  first-cUss 
road  be  maintained.  It  is  therefore  the  right,  and  we 
may  say  the  duty,  of  the  managers  of  the  Central  Ver- 
mont to  obtain  and  keep  up  a  through  business  if 
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they  can  do  so  without  injustice  to  the  local  traffic  and 
without  violation  of  law. 

''  No  injustice  is  done  to  the  local  traffic  by  taking 
through  traffic  at  very  low  rates,  provided  the  doing 
so  neither  makes  the  local  traffic  more  expensive  nor 
otherwise  incommodes  it.  The  defendants  put  in 
evidence  to  show  (i)  that  the  rates  on  local  traffic  are 
not  out  of  proportion  to  those  charged  on  through 
traffic,  it  being  very  much  more  expensive  to  handle 
an  equal  amount  of  the  former  than  of  the  latter; 
(2)  that  the  through  traffic  is  not  carried  at  a  loss,  but 
there  are  net  gains  from  it  in  the  aggregate  exceed- 
ing those  on  the  local  and  joint  traffic  put  together, 
and  that  it  is  by  means  of  these  gains  that  the  efficiency 
of  the  road  is  maintained ;  (3)  that  the  rates  on  the 
through  traffic  cannot  be  materially  advanced  without 
losing  it,  and  (4)  that  the  company  cannot  afford  to 
reduce  the  rates  on  the  local  traffic.  There  was 
strong  evidence  in  support  of  all  these  propositions. 
We  are  entirely  satisfied  that  a  large  through  business 
is  essential  to  this  line  if  it  is  to  continue  to  be  a  useful 
line  even  for  local  business.  We  are  also  satisfied 
that  the  people  of  \'crmont  are  largely  interested  in 
the  low  rates  on  the  long-haul  traffic,  not  only  because 
to  some  extent  they  send  manufactured  articles  to 
distant  points,  but  much  more  because  Vermont 
rc!ies  very  largely  on  the  West  for  grain,  flour,  meats 
and  provisions.  Il  is  highly  prolxible  that  if  the 
people  of  that  State  pay  high  rates  on  local  traffic, 
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they  are  fully  compensated  in  the  low  rates  on  long- 
haul  traffic.  A  board  having  full  power  to  adjust 
rates  as  circumstances  should  seem  to  require,  might 
perhaps  so  hold. 

"But  our  power  in  this  regard  is  restricted  by  the 
terms  of  the  law  which  absolutely  forbids  a  carrier 
'  to  charge  or  receive  any  greater  compensation  in  the 
aggregate  for  the  transportation  of  passengers  or  of 
like  kind  of  property  under  substantially  similar  cir- 
cumstances and  conditions  for  a  shorter  than  for  a 
longer  distance  over  the  same  line  in  the  same  direc- 
tion, the  shorter  being  included  within  the  longer 
distance. '  *  This  is  the  law  which  governs  our  actions, 
and  it  cannot  be  departed  from  by  us  on  considera- 
tions of  equity,  or  of  what  would  be  for  the  interest 
of  parties  concerned.  If  parties  complain  of  a  viola- 
tion of  the  law,  we  can  only  pass  upon  the  charge 
preferred,  and  our  action  cannot  be  aflFected  by  the 
circumstance  that  the  rates  as  adjusted  are  on  the 
whole  to  their  advantage.  They  must  judge  of  their 
interest,  while  we  are  to  judge  of  the  violations  of  law 
which  are  complained  of." 

*  This  quotation  is  incomplete  ;  there  is  no  fall  stop  after  the  wocd 
**  distance."  The  clause  reads  :**...  the  shorter  haul  being  included 
within  the  longer  distance  ;  but  this  shall  not  be  construed  as  authoriziiig 
flmy  common  carrier  within  the  terms  of  this  act  to  charge  and  recehre  M 
great  compensation  for  a  shorter  as  for  a  longer  distance :  Provided^  knh 
every  that  upon  application  to  the  Commission  appointed  under  this  ad, 
such  common  carrier  may,  in  special  cases,  after  investigation  by  the  Com- 
mission, be  authorized  to  charge  less  for  longer  than  for  shorter  distancei 
for  the  transportation  of  passengers  or  property  ;  and  the  CommtsnoB 
may  from  time  to  time  prescribe  the  extent  to  which  such  designated  com- 
mon carrier  may  be  relieved  from  the  operation  of  this  section  of  this 
act." 
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The  Commission  then  went  on  to  say  that  the  main 
rrliance  of  the  defendants,  to  prove  that  the  through 
freight  and  the  local  freight  were  not  carried  "under 
substantially  similar  conditions  and  circumstances," 
was  the  existence  of  competition  for  the  through 
traffic  and  the  absence  of  competition  for  the  local 
traffic.  On  this  point  the  Commission  said:  "The 
principal  difference  must  be  found  in  the  fact  that  the 
Trunk  Lines  have  interior  or  shorter  lines  as  com- 
pared with  the  line  of  the  defendants,  and  the  latter 
are  compelled,  therefore,  to  make  very  low  rates  on 
their  through  traffic.  This  is  a  necessity  of  the  situa- 
tion. But  it  is  a  necessity  which  exists  wherever  long 
and  short  lines  compete :  the  long  line  must  accept  the 
rates  made  by  the  short  line,  and  perhaps  make  con- 
cessions from  them.  In  this  respect  there  is  nothing 
peculiar  in  the  position  of  these  defendants;  there 
are  roads  in  every  part  of  the  countrj'  which  can  make 
the  same  claim  they  do  with  the  same  justice.  It  is 
a  claim  that  could  be  advanced  wherever  a  route, 
however  circuitous,  could  \yc  formed  for  longhaul 
trafTic.  A  line  from  Boston  to  Detroit,  for  example, 
might  be  formed  by  way  of  the  Chesai)eakc  and  Ohio 
Railway,  and  one  from  Chicago  to  St.  Louis  by  way 
of  St.  Paul.  The  greater  the  departure  from  a  direct 
line,  the  greater  would  commonly  l)e  the  necessity 
for  lower  rates  on  through  tralTic.  and  the  greater  the 
liability  to  have  the  charLrcs  on  the  Kxal  tralTic  in- 
ca'aseil  to  make  the  carriage  ui  throui^h  tratVic  pos- 
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siUe.  But,  without  enlarging  on  this  Isanch  of  the 
case,  we  content  ourselves  with  saying  that  such 
peculiar  facts  are  not  found  to  exist  in  this  case  as  wiD 
justify  the  greater  charge  over  the  shorter  line. 

"...  In  performing  this  duty  we  neither  do,  txx 
with  propriety  can,  express  opinion  upon  the  intrin- 
sic reasonableness  or  justice  of  the  rates  heretttfwe 
imposed,  except  to  this  extent,  that  we  do  not  think 
it  was  shown  by  the  evidence  that  when  the  kol 
tariffs  are  made  to  conform  to  the  letter  of  the  law  as 
above  directed  they  will  be  unreasonable." 

This  decision,  which  was  delivered  by  Judge 
Cooley,  the  Chairman  of  the  Interstate  Commerce 
Commission,  and  was,  by  implication,  completely 
reversed  by  the  Supreme  Court  in  East  Tennesset, 
Virginia  and  Georgia  Railway  Co.,  et  al.,  v.  InUf- 
state  Commerce  Commission,*  constitutes  a  powerful 
argument  in  support  of  the  contention  that  the  niai- 
ing  of  railway  rates  by  public  authority  must  inevi- 
tably destroy  all  elasticity  of  the  rates,  by  reducing 
the  rates  to  a  cast-iron  system  that  knows  no  disoe- 
tion.  The  Interstate  Commerce  Commission  was 
afraid  that,  if  it  suspended  the  operation  of  the  \oag- 
and  short-haul  clause  in  this  case,  —  and  it  obviously 
was  to  the  interest  of  all  parties  that  the  clause  ^ould 
be  suspended,  —  it  would  open  the  "  Pandora's  box." 
Thousands  of  requests  for  suspension  would  be  made, 
and  in  the  case  of  many  of  those  requests  it  would 

•  l/nUtii  States  Rtfvrti,  VoL  l8i. 
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prove  extremely  difficult  to  "draw  the  line."  Rather 
than  undertake  such  an  ungrateful,  not  to  say  odious, 
task  the  Commission  chose  to  punish  the  Vermont 
Central  for  promoting  the  interests  of  the  people 
of  St.  Albans. 

The  unwillingness  of  the  Interstate  Commerce 
Commission  to  take  hold  of  **  troublesome  "  problems 

Thi "- FUiy^  of  continues  to  the  present  day.  In 
mmkmc  PirpiiT-  April,  1901,  in  HoldzkofH  V.  Michigan 
m^  FrobUmsfor  Central  (I.  C.  R.  9),  the  Commission 
'*'*  expressed  its  disapproval  of  the  efforts 
of  the  northern  transcontinental  lines  to  obtain  a 
share  in  the  traffic  to  Los  Angeles.  It  said:  "Mer- 
chandise by  these  (northern)  sea  and  rail  routes  must 
be  transported  across  the  continent,  transshipped, 
carried  1 200  miles  by  ocean  and  again  transshipped 
for  another  20  miles'  haul  by  rail  before  it  reaches 
the  point  where  it  competes  with  the  all-rail  lines 
of  the  Santa  F^  and  the  Southern  Pacific.  While 
undoubtedly  traffic  may  be  and  at  times  actually  is, 
and  perhaps  ought  to  be,  carried  by  these  roundabout 
routes,  this  is  not  the  rule;  and  there  is  perhaps  no 
better  remedy  for  that  species  of  folly  than  the  rigid 
enforcement  of  the  principle  of  the  fourth  section. 
Such  competition  introduces  a  troublesome  factor 
into  the  making  of  these  transcontinental  rates,  and 
we  should  hesitate  to  hold  that  this  of  itself  justified 
the  charging  of  a  higher  rale  at  an  intermediate 
point  like  San  Bernardino." 
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This  last  su^ests  the  notion  that  the  efforts  of 
railways  to  increase  their  business  (which  does  not 
seem  to  them  to  be  "folly")  are  not  to  be  carried  so 
far  as  to  make  perplexing  problems  for  puMic 
administrative  officers.  Not  long  ago  a  Pnis^ 
minister,  sadly  harassed  by  transportation  difficulties, 
blurted  out,  —  "Commerce  be  hanged." 

If  the  doctrine  that  a  roundabout  raOway,  of  whicli 
79  per  cent  of  the  freight  was  through  fre^ht,  car- 
ried, of  necessity,  at  rates  lower  than  those  chai^ 
by  the  more  direct  railway,  might  not  reduce  itt 
through  rates  below  the  rates  charged  to  local  points 
had  been  enforced  from  the  close  of  the  Civfl  War, 
railway  building  would  have  been  retarded  by 
decades.  Numberless  communities  that  have  hem 
served  by  roundabout  railways  since  an  early  date 
would  have  remained  for  decades  without  any  rail- 
way whatever. 

In  James  and  Mayer  Buggy  Co.  v.  The  CindnniOi, 
New  Orleans  and  Texas  Pacific  Railway  Co.,  ei  ai.,* 
the  railways  sought  to  justify  the  charging  of  a  lowtr 
rate  from  Cincinnati  to  Augusta  than  from  Cincinnati 
to  Social  Circle,  an  intermediate  point,  by  saying  that 
the  presence  of  competition  for  the  market  at  Augusta, 
and  absence  thereof  at  Social  Circle,  caused  the  traffic 
of  Cincinnati  with  Augusta  and  Social  Circle  res^KC- 
tively  to  be  carried  under  dissimilar  circumstances 
and  conditions.     At  Baltimore  and  other  seaboaid 

*  Densiem  af  Iht  ItitenUU  Cfmmtrct  Commiuimif  VoL  IV. 
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cities  these  were  large  manufactories  of  buggies  and 
carriages  which  could  deliver  their  products  to 
Augusta  at  prices  which  the  manufactories  at  Cin- 
cinnati could  not  meet,  unless  the  railways  leading 
from  Cincinnati  were  allowed  to  make  rates  to  Au- 
gusta that  would  be  unremunerative  *  if  extended  to 
Social  Circle  and  other  local  points  for  the  trade  of 
which  the  Baltimore  manufacturers  found  it  not 
worth  while  to  compete  actively.  The  Commission 
replied  that  there  was  no  contention  that  the  alleged 
difference  in  circumstances  and  conditions  had  any 
relation  to  the  cost  of  transportation;  and  that  the 
defendants  sought  to  bring  themselves  within  the  ex- 
ceptional conditions  of  the  statute,  because  of  the 
competition  between  Cincinnati  and  eastern  cities 
for  the  buggy  and  carriage  trade  of  the  Augusta 
market.  Said  the  Commission :  "  .  .  .  Independent 
of  the  rate  to  shorter-distance  points  on  their  lines, 
defendants  insist  they  may  lawfully  make  such  lower 
rate  to  the  longer-distance  point  as  will  prevent 
eastern  manufacturers  more  advantageously  located 
from  taking  the  Augusta  market  from  Cincinnati 
manufacturers.  The  right  to  make  the  lower  charge 
for  the  longer  distance  is  averred  to  be  necessary  to 
secure  the  transportation  of  carriages  from  Cincinnati, 
which,  without  the  advantage  of  such  lower  charge, 
would  come  from  the  factories  of  eastern  makers. 

*  UnremnnentiYe  in  the  tense  that  the  reductiott  i» 
ftiwuhtf  trade* 
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"...  The  fact  that  Cincinnati  makors  ship 
their  product  to  a  market  in  which  they  are  in  the 
matter  of  transportation  at  such  disadvantage  in 
competition  with  their  rivals,  shows  that  the  question 
of  competing  in  the  Augusta  carriage  market  in- 
volves and  depends  upon  commercial  and  other  con- 
ditions than  such  as  affect  freight  chaises. 

"If  the  contention  of  the  defendants  is  justified 
by  the  statute,  and  they  can  avaQ  theniselves  of  its 
exceptional  provision  and  charge  more  for  the  shorter 
distance  for  the  purpose  of  equalizii^  commercial 
conditions  and  trade  relations  between  the  cities  of 
Cincinnati  and  Baltimore  in  the  Augusta  markd, 
the  same  thing  may  be  done  to  place  Cincinnati  car- 
riage makers  on  an  equal  footing  with  those  of  Au- 
gusta in  the  Augusta  market,  or  to  relieve  any  city 
from  any  disadvantage  in  markets  of  other  cities,  or 
to  deprive  all  cities  or  places  of  production  of  any 
advantage  resulting  from  location.  Such  an  inter- 
pretation would  make  the  fourth  section  of  the  Act 
practically  inoperative,  and  with  such  a  license  in 
rate  making,  carriers  might  give  advantage  to  or 
build  or  destroy  the  carriage  or  other  business  of  any 
city  or  locality. 

"The  circumstances  and  conditions  which  would 
justify  a  lower  rate  from  Cincinnati  to  Augusta  than 
to  Social  Circle,  must  have  relation  to  the  nature  and 
character  of  the  service  rendered  by  the  carrier  in 
the  transportation  between  Cincinnati  and  the  places 
on  the  same  line.  .  .  ." 
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The  Interstate  Commerce  Commission  thus  con- 
denmcd  as  monstrous  the  railway-rate  practice  that 
7%f  Dmcfrttu iJkai  would  be  ideal;  for  the  ideal  system 
Duumc4mmsi  mci  would  relieve  every  city  from  every 
kmmnMiattd  disadvantage  in  the  markets  of  other 
cities,  and  would  deprive  all  cities  or  places  of 
production  of  all  advantages  resulting  from  their  loca- 
tion. The  sole  reason  why  man  uses  the  railway  is 
that  it  is  the  most  eflfective  agency  at  his  command  for 
the  annihilation  of  space  and  distance,  and  it  is  to  be 
hoped  that  in  course  of  time  the  railway  or  some 
other  means  of  transjX)rtation  will  become  so  effi- 
cient as  actually  to  annihilate  distance.  The  one 
thing  that  distinguishes  the  American  railway  man- 
agers from  the  railway  managers  of  the  rest  of  the 
world  is  the  success  with  which  they  have  relieved 
cities  or  places  of  production  of  disadvantages  result- 
ing from  their  location.  Before  the  American  rail- 
way managers  had  put  off  their  swaddling  clothes, 
they  had  learned  to  make  their  charges  all  but  exclu- 
«vely  ujx)n  "commercial"  considerations,  and  with 
complete  disregard  of  relative  costs  of  transjX)rtation. 
By  that  means  they  pnxiuced  a  degree  of  competition 
between  rival  producing  and  distributing  centres  not 
even  distantly  approached  in  other  countries,  **made 
the  United  States  one  in  their  business  enteq)rises,  and 
a  unit  in  their  business  activities,"  and  produced  won- 
derful results  in  the  utilization  of  the  resources  of 
the  United  Stales.     With  utter  disregard  of  these 
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facts,  the  Interstate  Commerce  Commission  proposed 
to  adjust  rates  upon  the  absolutely  wooden  principle 
of  the  respective  costs  of  handling  diflferent  kinds  of 
traffic.  It  is  an  illustration  of  the  irony  of  fate  that 
the  most  "practical"  nation  in  the  world,  which  has 
succeeded  in  welding  one  of  the  vastest  expanses  of 
land  in  existence  into  a  more  compact  trading-unit 
than  is  to  be  found  even  among  the  comparatively 
small  States  of  Europe,  should,  at  the  same  time,  have 
produced  an  administrative  body  which  advocates  a 
"yardstick"  method  of  adjusting  railway  rates  that 
would  break  up  the  country  into  innumerable  small 
areas,  each  one  of  which  would  be  more  isolated 
from  the  others,  as  well  as  more  jealous  of  the  others, 
than  were  the  American  colonies  when  they  were 
erecting  customs  barriers  against  one  another, 
"  mutually  oppressing  each  other's  industries."  Lan- 
guage, as  well  as  imagination,  breaks  down  under 
the  eflFort  to  conceive  the  political  demoralization 
and  the  industrial  chaos  that  would  result,  should 
the  Interstate  Commerce  Commission,  or  any  other 
body,  be  given  the  power  to  prescribe  where  the  manu- 
facturer may  and  where  he  may  not  sell  his  wares. 

Of  course  the  liberty  to  enable  a  producer  or  trader, 
wherever  located,  to  sell  his  wares  in  any  market, 
wherever  located,  does  not  confer  upon  railways 
"the  license  to  give  advantage  to  or  build  or  destroy 
the  carriage  or  other  business  of  any  city  or  locality." 
Nor  is  there  any  ground  for  fearing  that  such  liberty 
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will  degenerate  into  license.  In  the  1 8  years  in  which 
the  Interstate  Commerce  Commission  has  been  ad- 
ministering the  Act  to  Regulate  Commerce,  there 
have  been  brought  before  that  tribunal  only  two  cases 
in  which  even  a  person  habitually  and  morbidly  dis- 
trustful of  the  railways  would  be  justified  in  the  sus- 
picion that  the  rate  complained  of  had  been  made 
from  sinister  motives.  The  Chairman  of  the  Inter- 
state Commerce  Commission,  testifying  before  the 
late  Industrial  Commission  on  the  subject  of  per- 
sonal discriminations, — where,  if  anywhere,  one 
would  expect  to  find  rates  made  from  sinister  mo- 
tives, —  stated  that  there  never  had  been  brought  to 
his  knowledge  a  railway  rate  made  in  bad  faith. 

This,  of  course,  does  not  mean  that  there  are  not 
in  the  United  States  many  railway  rates  as  to  th^ 
relative  reasonableness  of  which  there  is  room  for 
great  diflference  of  opinion.  To  quote  from  the  testi- 
mony of  Mr.  E.  P.  Ripley,  President  of  the  Atchison, 
Topeka  and  Santa  F^,  before  the  late  Industrial 
Commission :  The  adjustment  of  rates  between  com- 
peting markets  and  rival  producing  and  distributing 
centres  is  "one  of  the  greatest  problems,  and  never 
settled  satisfactorily;  that  is,  somebody  is  always 
disgruntled.  With  the  best  of  intentions  on  the  part 
of  the  railways,  it  always  ends  in  compromise,  not 
satisfactory  to  anybody,  and  very  unsatisfactory  to  a 
great  many.  Each  railroad  is  intcrcste<l  in  a  par- 
ticular part  or  in  a  particular  locality,  and  each  is 
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fighting  for  the  supremacy  of  that  particular  part  or 
district,  and  the  result  must  be  ultimately  a  compro- 
mise. Ever5rthing  we  have  to-day  is  a  compromise 
between  opposing  ideas  (interests).  ...  In  fact, 
there  have  been  so  many  opposing  interests,  that 
it  has  been  impossible  to  do  anything  very  unfair; 
but  it  is  not  an  exact  science.  It  is  all  a  matter  of 
compromise  and  of  judgment." 

In  August,  1893,  the  Interstate  Commerce  Com- 
mission held  that  the  rates  made  by  certain  railroads 
The  Carriers  are  ^  Troy,  Ala.,  Were  relatively  un- 
the  Best  Judges  of  just  to  that  city,  when  compared  with 
^^^  those    to    Montgomery,    Ala.,    and 

that  the  injustice  arose  from  the  practice  of  bas- 
ing the  Troy  rates  on  the  rates  to  Montgomery 
as  a  "trade  centre"  or  basing  point.*  Said  the 
Commission,  "The  fact,  therefore,  insisted  upon  by 
counsel  for  the  roads  as  a  matter  of  defence,  that 
Montgomery  is  a  much  larger  city  with  more  exten- 
sive business  interests  than  Troy,  and  is  and  has  been 
treated  by  the  roads  in  making  rates  to  Troy  and  other 
surrounding  towns  as  a  'trade  centre'  or  *basing- 
point,'  is  no  justification  for  discrimination  in  those 
rates  in  favor  of  Montgomery." 

The  defendants  also  sought  to  justify  their  rates 
by  pleading  water  competition  at  Montgomery  via 

•  The  Board  of  Trade  of  Troy,  Alabama,  ▼.  The  Alabama  AfuDamd 
Railway  Co.,  et  al.,  in  Decisions  of  the  Interstate  Commerce  Commissioti, 
VoL  VI. 
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Alabama  River.    To  that  plea  the  Commissbn 
lied :  ''The  mere  fact  that  a  point  is  situated  upon 
Avigable  stream  does  not  of  itself  justify  the  lesser 
Afge  for  the  longer  haul  to  such  point,  ...  in 
der  to  justify  such  lesser  charge,  the  water  compe- 
ikm  must  control  the  carriage  of  the  traffic  on  which 
le  discrimination  is  made." 
The  defendants  failed  to  heed  the  orders  of  the 
Commission    based    upon    the    foregoing    findings, 
rhcrcupon  the  Commission  filed  a  bill  of  complaint 
in  the  circuit  court  of  the  United  States  for  the  Middle 
District  of  .\labama,  in  equity,  to  compel  obedience 
to  its  orders.     On  the  hearing  in  that  court  the  bill 
of  complaint  was  dismissed,  whereupon  the  com- 
plainant, the  Interstate  Commerce  Commission,  ap- 
pc-aled  the  cause  to  the  United  States  circuit  court 
of  appeals  for  the  fifth  judicial  circuit  at  New  Or- 
leans.    La.    The  decree  of   the  circuit  court  was 
affirmed ;  and  from  that  judgment  the  appellant  ap- 
{Mralcd  to  the  Supreme  Court  of  the  United  States.* 
The  Supreme  Court,  in  the  course  of  the  opinion 
affirming  the  decree  of  the  circuit  court  of  appeals, 
said :   "  It  is  contended  in  the  briefs  filed  on  behalf 
of  the  Interstate  Commerce  Commission  that  the 
existence  of  rival  lines  of  transportation,  and  conse- 
quently of  competition  for  the  traffic,  are  not  facts 
to  be  considered  by  the  courts  when  determining 

•  I'mUtJ  Sutn   AV/».»rn.   V.il.   16S,  fntfr^tue  C.-mmfr,e   C.^mmusUn 
V.  .4USmms  MtJlmmJ katiw.»t  (.>.,  //it.' 
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whether  property  transported  over  the  same  line  is 
carried  under  *  substantially  similar  circumstances 
and  conditions,'  as  that  phrase  is  found  in  the  fourth 
section  of  the  Act.  .  .  . 

"In  order  further  to  guard  against  any  misappre- 
hension of  the  scope  of  our  decision,  it  may  be  well 
to  observe  that  we  do  not  hold  that  the  mere  fact  of 
competition,  no  matter  what  its  character  or  extent, 
necessarily  relieves  the  carrier  from  the  restraints  of 
the  third  and  fourth  sections,  but  only  that  these  sec- 
tions are  not  so  stringent  and  imperative  as  to  exclude 
in  all  cases  the  matter  of  competition  from  considera- 
tion, in  determining  the  questions  of  *  undue  or  un- 
reasonable preference  or  advantage,'  or  what  are 
'substantially  similar  circumstances  and  conditions.' 
The  competition  may  in  some  cases  be  such  as,  hav- 
ing due  regard  to  the  interests  of  the  public  and  of 
the  carrier,  ought  justly  to  have  eflFect  upon  rates, 
and  in  such  cases  there  is  no  absolute  rule  which  pre- 
vents the  Commission  or  the  courts  from  taking  that 
matter  into  consideration.  .  .  . 

"As  the  third  section  of  the  Act,  which  forbids  the 
making  or  giving  any  undue  or  unreasonable  prefer- 
ence or  advantage  to  any  particular  person  or  locality, 
does  not  define  what,  under  that  section,  shall  con- 
stitute a  preference  or  advantage  to  be  undue  or 
unreasonable,  and  as  the  fourth  section,  which  for- 
bids the  charging  or  receiving  greater  compensation 
in  the  aggregate  for  the  transportation  of  like  kinds 
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of  property  for  a  shorter  than  for  a  longer  distance 
over  the  same  line»  under  substantially  similar  cir- 
cumstances  and   conditions,   does    not    define    or 
describe  in  what  the  similarity  or  dissimilarity  of  cir- 
cumstances and  conditions  shall  consist,  it  cannot  be 
doubted  that  whether,  in  particular  instances,  there 
has  been  an  undue  or  unreasonable  prejudice  or 
preference,  or  whether  the  circumstances  and  con- 
ditions of  the  carriage  have  been  substantially  similar 
or  otl^rwise,  are  questions  of  fact,  depending  on  the 
matters  proved  in  each  case.  .  •  . 

*'The  circuit  court  of  appeals,  in  affirming  the 
decree  of  the  circuit  court,  used  the  following  lan- 
guage :  ^  .  •  The  volume  of  population  and  of  busi- 
ness at  Montgomery  is  many  times  larger  than  it  is 
at  Troy.  There  are  many  more  railway  lines  running 
to  and  through  Montgomery,  connecting  with  all 
tl^  distant  markets.  The  Alabama  River,  open  all 
the  >*ear,  is  capable,  if  need  be,  of  bearing  to  Mobile, 
on  the  sea,  the  burden  of  all  the  goods  of  every  class 
that  pass  to  or  from  Montgomery.  The  competition 
of  the  raQway  lines  is  not  stifled,  but  is  fully  recog- 
nized, intelligently  and  honestly  controlled  and 
regulated  by  the  traffic  association  in  its  schedule  of 
rates.  There  is  no  suggestion  in  the  evidence  that 
the  traffic  managers  who  represent  the  carriers  that 
are  members  of  that  association  are  incompetent, 
or  under  the  bias  of  any  personal  preference  for 
Montgomery  or  prejudice  against  Troy,  that  has  led 
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them,  or  is  likely  to  lead  them,  to  unjustly  discrimi- 
nate against  Troy.  When  the  rates  to  Montgomery 
were  higher  a  few  years  ago  than  now,  actual  active 
water-line  competition  by  the  river  came  in,  and  the 
rates  were  reduced  to  the  level  of  the  lowest  practical 
paying  water  rates ;  and  the  volume  of  carriage  by  the 
river  is  now  comparatively  small ;  but  the  controlling 
power  of  that  water  line  remains  in  full  force,  and 
must  ever  remain  in  force  as  long  as  the  river  remains 
navigable  to  its  present  capacity.  And  this  water 
line  affects,  to  a  degree  less  or  more,  all  the  ship- 
ments to  or  from  Montgomery  from  or  to  all  the 
long-distance  markets.  .  .  .  The  volume  of  trade 
to  be  competed  for,  the  number  of  carriers  actually 
competing  for  it,  a  constantly  open  river  present  to 
take  a  large  part  of  it  whenever  the  railroad  rates 
rise  up  to  the  mark  of  profitable  water  carriage,  seem 
to  us,  as  they  did  to  the  circuit  court,  to  constitute 
circumstances  and  conditions  at  Montgomery  sub- 
stantially dissimilar  from  those  existing  at  Troy,  and 
to  relieve  the  carriers  from  the  charges  preferred 
against  them  by  its  board  of  trade.  We  do  not  dis- 
cuss the  third  and  fourth  contentions  of  the  counsel 
for  the  appellant  further  than  to  say  that  within  the 
limits  of  the  exercise  of  intelligent  good  faith  in  the 
conduct  of  their  business,  and  subject  to  the  two 
leading  prohibitions  that  their  charges  shall  not  be 
unjust  or  unreasonable,  and  that  they  shall  not 
unjustly  discriminate  so  as  to  give  undue  preference 
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or  disadvantage  to  traffic  or  persons  similarly  cir- 
cumstanced, the  Act  to  Regulate  Conunerce  leaves 
common  carriers,  as  they  were  at  the  common  law, 
free  to  make  special  rates  looking  to  the  increase  of 
their  business,  to  classify  their  traffic,  to  adjust  and 
apportion  their  rates  so  as  to  meet  the  necessities  of 
commerce  and  of  their  own  situation  and  relation 
to  it,  and  generally  to  manage  their  important  inter- 
ests upon  the  same  principles  which  are  regarded  as 
sound,  and  adopted  in  other  trades  and  pursuits. 
The  carriers  are  better  qualified  to  adjust  such  mat- 
ters than  any  court  or  board  of  public  administra- 
tion, and,  within  the  limits  suggested,  it  is  safe  and 
wise  to  leave  to  their  managers  the  adjusting  or  [of] 
dissimilar  circumstances  and  conditions  to  their 
business.' 

**The  last  sentence  in  this  extract  is  objected  to  by 
the  Commission's  counsel,  as  declaring  that  the  deter- 
mination of  the  extent  to  which  discrimination  is  justi- 
fied by  circumstances  and  conditions  should  be  left 
to  the  carriers.  If  so  read,  we  should  not  be  ready  to 
adopt  or  approve  such  a  position.  But  we  under- 
stand the  statement,  read  in  the  connection  in  which 
it  occurs,  to  mean  only  that,  when  once  a  substantial 
dissimilarity  of  circumstances  and  conditions  has 
been  made  to  appear,  the  carriers  are,  from  the  nature 
of  the  question.  Ixtter  fitted  to  adjust  their  rates  to 
suit  such  dissimilaritv  of  circumstances  and  conditions 
than  courts  or  commissions;  and  when  we  consider 
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the  difficulty,  the  practical  impossibility,  of  a  court 
or  a  commission,  taking  into  view  the  various  and 
continually  changing  facts  that  bear  upon  the  ques- 
tion, and  intelligently  regulating  rates  and  charges 
accordingly,  the  observation  objected  to  is  manifestly 
just.    But  it  does  not  mean  that  the  action  of  the 
carriers,  in  fixing  and  adjusting  the  rates,  in  such 
instances,  is  not  subject  to  revision  by  the  Commis- 
sion and  the  courts,  when  it  is  charged  that  such 
action  has  resulted  in  rates  unjust  or  unreasonaUe, 
or  in  unjust  discriminations  and  preferences.  .  .  . 

"  Coming  at  last  to  the  questions  of  fact  in  this  case, 
we  encounter  a  large  amount  of  conflicting  evidence. 
It  seems  undeniable,  as  the  effect  of  the  evidence  on 
both  sides,  that  an  actual  dissimilarity  of  circum- 
stances and  conditions  exists  between  the  cities  con- 
cerned, both  as  respects  the  volume  of  their  respective 
trade  and  the  competition,  affecting  rates  occasioned 
by  rival  routes  by  land  and  by  water.  Indeed,  the 
commission  itself  recognized  such  a  state  of  facts 
by  making  an  allowance  in  the  rates  prescribed  for 
dissimilarity  resulting  from  competition ;  and  it  was 
contended  on  behalf  of  the  Conoanission,  both  in  the 
courts  below  and  in  this  court,  that  the  competition 
did  not  justify  the  discrimination  against  Troy  to 
the  extent  shown,  and  that  the  allowance  made  there- 
fore by  the  Commission  was  a  due  allowance. 

"The  issue  is  thus  restricted  to  the  question  of  the 
preponderance  of  the  evidence  on  the  respective  sides 
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of  the  controversy.  We  have  read  the  evidence  dis- 
closed by  the  record,  and  have  endeavored  to  weigh 
it  with  the  aid  of  able  and  elaborate  discussions  by 
the  reflective  counsel. 

'*  No  useful  purpose  would  be  served  by  an  attempt 
to  formally  state  and  analyze  the  evidence,  but  the 
result  is  that  we  are  not  convinced  that  the  courts 
below  erred  in  their  estimate  of  the  evidence,  and 
that  we  perceive  no  error  in  the  principles  of  law  on 
which  tl^y  proceeded  in  the  application  of  the 
evidence." 

The  Supreme  Court  once  more  construed  the  third 
and  fourth  sections  of  the  Act  to  Regulate  Com- 

ii%fm  C0mMii'  ^^^^  ^^  ^^'  Tcnnessct,  Virginia  and 
tmmjmaiifUsm  Georgia  RaUway  Co.,  et  al.,  Appd- 
Rsumtki  lants,  V.  Interstate  Commerce  Com- 
mission* Certain  southern  railways, 
in  connection  with  steamship  companies  operating 
between  the  North  Atlantic  ports  and  the  southern 
ports,  were  carrying  freight  to  Nashville,  Tenn.,  by 
way  of  Chattanooga,  in  competition  with  the  all- rail 
lines  leading  from  the  North  to  Cincinnati,  and  thence 
by  way  of  the  Louisville  and  Nashville  to  Chatta- 
noogt.  The  Interstate  Commerce  Commission  had 
found  t  that  the  rate  to  Nashville  was  fixed  by  the 

•  CmOfd  Stain  Ktp^ru^  Vol.  l8l.  Comptrc  •Wn :  VoL  17$,  IjndM^riik 
mmdNmakmiU  Rmiifmd  €0^  ti  mi^  A^^iUmti,  v.  Uemiy  H^.  Rtkimfr, 

t  The  B^mrd  0f  Trmdt  •/ Ckmmmm^t^  v.  Tki  £sU  remmtuet,  yiwpmtm 
d^  Gmrgm  KmOmmy  Cs^HsL 


372  RAILWAY  RATES 

all-rafl  lines  reaching  that  city  by  way  of  Cincinnati, 
and  that  the  southern  lines  reaching  Nashville  by  way 
of  Chattanooga  had  no  voice  or  influence  in  the  de- 
termination of  the  rate  to  Nashville.  The  southern 
lines,  it  had  found,  were  under  compulsion  to  meet 
the  rates  established  by  the  northern  lines,  in  connec- 
tion with  the  Louisville  and  Nashville,  ot  to  leave 
the  northern  carriers  in  undisputed  possession  of  the 
entire  traffic.  That  alternative  meant  the  loss  of 
revenue  obtained  from  the  large  percentage  of  Nash- 
ville business  which  they  had  been  securing.  The 
Commission  had  ordered  the  southern  roads  to  desist 
from  charging  more  to  Chattanooga,  the  lesser  dis- 
tance, than  to  Nashville,  the  longer  distance.  But 
it  intimated  to  the  railways  that,  if  they  would  lower 
their  rates  to  Chattanooga,  so  that  they  would  be 
relatively  reasonable  to  that  place,  it  (the  Commis- 
sion) would  consider  an  application  for  suspension 
of  the  long-  and  short-haul  clause.  As  the  railways 
failed  to  obey  the  order  of  the  Commission,  proceed- 
ings to  compel  obedience  were  begun  in  the  circuit 
court  and  carried  thence  to  the  circuit  court  of  appeals 
for  the  sixth  circuit. 

The  Supreme  Court  said :  "...  It  is  at  once  ap- 
parent that  the  contentions  (of  the  Interstate  Com- 
merce Commission)  divide  themselves  into  two 
classes :  the  first,  a  proposition  of  law  involving  the 
construction  of  the  Act  to  Regulate  Commerce,  and 
the  others  embracing  ultimate  deductions  from  the 
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facts  proven.  The  legal  proposition  is  this:  that 
where,  in  consequence  of  competitive  conditions  ex- 
isting at  a  particular  point,  the  dissimilarity  of  cir- 
cumstance provided  in  the  fourth  section  of  the  act 
arises*  it  cannot  justify  a  carrier  on  his  own  motion 
(f.r.  without  special  dispensation  from  the  Commis- 
sion) in  charging  a  lesser  rate  for  the  longer  haul  to 
the  competitive  point  than  is  asked  for  the  shorter 
haul  to  the  non-competitive  point,  if  in  doing  so  a 
preference  in  favor  of  the  competitive  point  arises 
or  a  discrimination  against  the  non-competitive  point 
is  produced.  That  is  to  say,  it  is  insisted  that  the 
provision  as  to  substantially  dissimilar  circumstances 
and  conditions  of  the  fourth  section  and  the  com- 
mands of  the  third  section  as  to  discrimination  and 
undue  preference,  being  found  in  the  one  statute, 
must  be  construed  together,  so  that  the  dissimilarity 
of  circumstance  and  condition  cannot  be  availed  of 
if  either  discrimination  or  preference  will  arise  from 
doing  so.  We  quote  the  exact  language  in  which 
this  proposition  is  stated  by  counsel,  reproducing  the 
italics  by  which  the  import  of  the  contention  is  em- 
phasized: — 

•* '  Fifth.  That  the  injury  or  prejudice  to  Chatta- 
nooga, shown  by  the  proof  to  be  the  effect  of  the  dis- 
criminations practised  against  Chattanooga  and  in 
favor  of  Nashville,  brings  the  case  within  the  evil 
which  the  Act  to  Regulate  Commerce  was  designed 
to  remedy,  and  that  competition  y  no  matter  how  force- 
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ful,  should  not  he  held  to  ntdlify  the  law  itsdf^  — in 
other  wordSj  should  not  be  held  to  justify  the  very 
wrongs  which  the  law  was  enacted  to  remedy.*  . . . 

"But  in  substance  this  reasoning  only  amounts 
to  the  assertion  that  the  settled  construction  of  the 
statute,  by  which  it  has  been  held  that  real  and  sub- 
stantial competition  gives  rise  to  the  dissimilarity  of 
circumstance  and  condition  pointed  out  in  the  fourth 
section  is  wrong,  and  should  be  overruled.  .  .  . 

"It  is  not  difficult  to  perceive  the  origin  of  the  fal- 
lacy upon  which  the  contention  rests.  It  is  found 
in  blending  the  third  and  fourth  sections  in  such  a 
manner  as  necessarily  to  destroy  one  by  the  other, 
instead  of  construing  them  so  as  to  cause  them  to 
operate  harmoniously.  In  a  supposed  case  when, 
in  the  first  instance,  upon  an  issue  as  to  a  violation  of 
the  fourth  section  of  the  act,  it  is  conceded  or  estab- 
lished that  the  rates  charged  to  the  shorter  distance 
point  are  just  and  reasonable  in  and  of  themselves, 
and  it  is  also  shown  that  the  lesser  rate  charged  for 
the  longer  haul  is  not  wholly  unremunerative,  and 
has  been  forced  upon  the  carriers  by  competition  at 
the  longer  distance  point,  it  must  result  that  a  dis- 
crimination springing  alone  from  a  disparity  in  rates 
cannot  be  held,  in  legal  effect,  to  be  the  voluntary  act 
of  the  defendant  carriers,  and  as  a  consequence  the 
provisions  of  the  third  section  of  the  act  forbidding 
the  making  or  giving  of  an  undue  or  unreasonable 
preference  or  advantage  will  not  apply.    The  pro- 
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hibition  of  the  third  section,  when  that  section  is  con- 
sidered in  its  proper  relation,  is  directed  against  un- 
just discrimination  or  undue  preference  arising  from 
the  voluntary  and  wrongful  act  of  the  carriers  com- 
plained of  as  having  given  undue  preference,  and  does 
not  relate  to  acts  the  result  of  conditions  wholly  be- 
yond the  control  of  such  carriers.  And  special  atten- 
tion was  directed  to  this  view  in  the  Behlmer  Case^ 
in  the  passage  which  we  have  previously  excerpted. 
To  otherwise  construe  the  statute  would  involve  a 
departure  from  its  plain  language,  and  would  be  to 
confound  cause  with  effect.  For,  if  the  preference 
occasioned  in  favor  of  a  particular  place  by  competi- 
tion there  gives  rise  to  the  right  to  charge  the  lesser 
rate  to  that  point,  it  cannot  be  that  the  availing  of 
this  right  is  the  cause  of  the  preference ;  and  espe- 
cially is  this  made  clear  in  the  case  supposed,  since  it 
b  manifest  that  forbidding  the  carrier  to  meet  the 
competition  would  not  remove  the  discrimination. 

*'The  only  principle  by  which  it  is  possible  to 
enforce  the  whole  statute  is  the  construction  adopted 
by  the  previous  opinions  of  this  court ;  that  is,  that 
competition  which  is  real  and  substantial,  and  exer- 
cises a  potential  influence  on  rates  to  a  particular 
point,  Imngs  into  play  the  dissimilarity  of  circum- 
stances and  condition  provided  by  the  statute,  and 
justifies  the  lesser  charge  to  the  more  distant  and 
competitive  fxiint  than  to  the  nearer  and  non-com- 
petitive place,  and  that  this  ri^ht  is  not  destroyed 
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by  the  mere  fact  that  incidentally  the  lesser  charge 
to  the  competitive  point  may  seemingly  give  rise  to 
a  preference  to  that  point,  and  the  greater  rate  to 
the  non-competitive  point  may  apparently  engender 
a  discrimination  against  it.  We  say  seemingly  on 
the  one  hand  and  apparently  on  the  other,  because 
in  the  supposed  cases  the  preference  is  not  *  undue* 
or  the  discrimination  *  unjust.'  This  is  clearly  so, 
when  it  is  considered  that  the  lesser  charge  upon 
which  both  the  assumption  of  preference  and  dis- 
crimination is  predicted  is  sanctioned  by  the  statute, 
which  causes  the  competition  to  give  rise  to  the  right 
to  make  such  lesser  charge.  Indeed,  the  findings  of 
fact  made  by  the  Commission  in  this  case  leave  no 
room  for  the  contention  that  either  undue  preference 
in  favor  of  Nashville  or  unjust  discrimination  against 
Chattanooga  arose  merely  from  the  act  of  the  carriers 
in  meeting  the  competition  existing  at  Nashville. 
The  Commission  found  that  if  the  defendant  carriers 
(the  southern  roads)  had  not  adjusted  their  rates  to 
meet  the  competitive  condition  at  Nashville,  the  only 
consequence  would  have  been  to  deflect  the  traffic  at 
the  reduced  rates  over  other  lines.  From  this  it 
follows  that,  even  although  the  defendant  carriers 
had  not  taken  the  dissimilarity  of  circumstance  and 
condition  into  view,  and  had  continued  their  rates  to 
Nashville  just  as  if  there  had  been  no  dissimilarity 
of  circumstance  and  condition,  the  preference  in 
favor  of  Nashville,  growing  out  of  the  conditions 
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t  existing,  would  have  remained  in  force,  and 
re  the  discrimination  which  thereby  arose  against 
ttanooga  would  have  likewise  continued  to  exist, 
ther  words,  both  Nashville  and  Chattanooga  would 
r  been  exactly  in  the  same  position  if  the  long-  and 
t-haul  clause  had  not  been  brought  into  play. 
rhat,  as  indicated  in  the  previous  opinions  of 
court,  there  may  be  cases  where  the  carrier  can- 
be  allowed  to  avaO  of  the  competitive  condition 
use  of  the  public  interests  and  the  other  provi- 
I  of  the  statute,  is  of  course  clear.  What  par- 
ar  environment  may  in  every  case  produce  this 
It  cannot  be  in  advance  indicated.  But  the  sug- 
on  of  an  obvious  case  is  not  inappropriate.  Take 
se  where  the  carrier  cannot  meet  the  competitive 
to  a  given  point  without  transporting  the  mer- 
idise  at  less  than  the  cost  of  transportation,  and 
rfore  without  bringing  about  a  deficiency,  which 
Id  have  to  be  met  by  increased  charges  upon 
r  business.  Clearly,  in  such  a  case,  the  engaging 
ich  competitive  traffic  would  both  bring  about  an 
St  discrimination  and  a  disregard  of  the  public 
est,  since  a  tendency  toward  unreasonable  rates 
ither  business  would  arise  from  the  carriage  of 
ic  at  less  than  the  cost  of  transportation  to  par- 
ar  places.  But  no  condition  of  this  character 
pre  in  question,  since  the  Commission  find  as 
ws:  — 
There  is  a  conceded  margin  of  profit  in  the  rates 
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now  in  force  to  Nashville  and  Memphis,  with  refer- 
ence to  the  additional  expense  incurred  in  carrying 
eastern  traffic  to  those  destinations,  but  whether  that 
margin  affords  reasonable  compensation  for  the  ser- 
vice thus  rendered  caimot  be  determined  from  the 
evidence/ 

"And  the  fact  thus  established  was  not  contro- 
verted either  in  the  opinion  of  the  circuit  court  or  in 
that  of  the  circuit  court  of  appeals,  and  is  not  now 
denied.  Applying  the  principle  to  which  we  have 
adverted  to  the  condition  as  above  stated,  it  is  appar- 
ent that  if  the  carrier  was  prevented  under  the  cir- 
cumstances from  meeting  the  competitive  rate  at 
Nashville,  when  it  could  be  done  at  a  margin  of  profit 
over  the  cost  of  transportation,  it  would  produce  the 
very  discrimination  which  would  spring  from  allow- 
ing the  carrier  to  meet  a  competitive  rate  where  the 
traffic  must  be  carried  at  an  actual  loss.  To  compel 
the  carriers  to  desist  from  all  Nashville  traffic  under 
the  circumstances  stated,  would  simply  result  in 
deflecting  the  traffic  to  Nashville  to  other  routes, 
and  thus  entail  upon  the  carriers  who  were  inhibited 
from  meeting  the  comp)etition,  although  they  could 
do  so  at  a  margin  of  profit,  the  loss  which  would  arise 
from  the  disappearance  of  such  business,  without 
anywise  benefiting  the  public." 

In  Interstate  Commerce  Commission  v.  IjmisvUk 
and  Nashville  Railroad  Company^*    the   Supreme 

*  UniUdStaUs  Reports,  Vol.  190. 
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Court  of  the  United  States  upheld  the  competitive- 
point,  or  basing-point,  system  as  it  exists  at  the  South, 
as  the  outcome  of  the  efforts  of  the  railways  to  regu- 
late the  competition  among  themselves  and  to  make 
their  rates  conform  to  that  regulated  competition. 
Thus  was  defeated  another  long-continued  scries  of 
efforts  of  the  Interstate  Commerce  Commission  to 
use  the  power  to  fix  rates  and  the  power  to  condemn 
an  existing  rate  for  the  purpose  of  making  ''laws  of 
wide  import,  destroying  some  branches  of  commerce 
that  have  long  existed,  and  undertaking  to  change 
the  laws  and  customs  of  transportation  in  the  promo- 
tion of  what  is  supposed  to  be  public  policy."  *  The 
law  of  wide  import  which  the  Commission  had  sought 
to  enact  in  this  case  was  that  the  basing-point  system 
should  be  wiped  out. 


*  CmiteJ  Siti^s  Rep^rti^  Vol.  162,  !nieriUie  Commerce  C^mmittitm  y. 


CHAPTER  VII 

THE  DECISIONS  OF  THE  INTERSTATE  COMMERCE 

COMMISSION   (continued) 

The  Doctrine  that  no  Place  may  be  deprived  of  the 
Advantages  accruing  to  it  by  Virtue  of  its  Geo- 
graphical Position 

Another  doctrine  developed  by  the  Interstate 
Commerce  Commission  is  that  no  place  may  be  de- 
prived of  the  advantages  accruing  to  it  by  virtue  of 
its  geographical  position.  This  doctrine,  stated  in 
the  terms  that  reveal  its  monstrous  nature,  is  that 
no  place  may  be  relieved  of  the  disadvantages  under 
which  it  labored  before  the  railway  had  been  invented. 
It  originated  in  the  Middle  Ages,  when  the  English 
Pariiament  began  to  improve  the  highways,  so  that 
landowners  distant  from  London  might  be  enabled 
to  bring  to  that  city  hay,  grain  and  other  farm  prod- 
uce. On  that  occasion  the  landowners  in  the  inmie- 
diate  vicinity  of  London  protested  that  Parliament 
had  no  right  to  improve  the  highways  and  thus  de- 
prive them  of  the  advantages  that  had  accrued  to 
them  by  virtue  of  their  geographical  position  in  the 
days  when  the  highways  had  been  so  wretched  as  to 
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preclude  the  shipping  of  farm  produce  over  long 
tinces.  The  late  Mr.  Simon  Sterne,  who  held  that 
the  railway  was  a  highway,  and  sought  guidance  for 
the  sdution  of  modem  problems  in  the  study  of  the 
law  cases  of  the  Middle  Ages,  tried  to  foist  this  doc- 
trine upon  the  United  States.  In  conjunction  with 
Mr.  F.  B.  Thurber,  he  organized  the  Anti-Monopoly 
League  of  New  York,  which  stood  for  two  things: 
"  the  right  of  a  man  20  mfles  from  a  market  to  bring 
his  product  to  market  over  a  highway  (i.e.  a  rail- 
way) at  a  less  rate  of  toll  than  he  who  is  jo  miles 
away,  .  .  .''  and  the  doctrine  that  "the  railways 
have  no  right  to  conspire  to  wipe  out  and  destroy  the 
natural  advantages  of  our  great  city  (New  York) 
and  place  us  upon  a  level  with  Boston,  Baltimore 
and  Philadelphia.'' 

Since  sometime  in  the  fifties  the  railways  leading 
to  New  York  City  and  the  neighboring  cities  have 

TV  OwMuiiMi  ™*d^  *  single  group  rate  or  postage- 
tnt$  i0pr€sinH  Stamp  rate  on  all  milk  and  cream  sent 
M0m0f^s  dmu  xo  New  York.     The  distance  over 

which  mOk  and  cream  were  shipped 
increased  with  the  growth  of  the  cities  in  question ; 
and  fay  1895,  the  railroads  west  of  the  Hudson  River 
were  carrying  milk  to  New  York  from  points  41 7  miles 
distant.  In  the  year  just  mentioned,  The  Milk 
Producers*  Protective  Association,*  consisting  of  600 

•  TV  Mtik  Prttdm^frt*  Protfftitt  Asii^iati^m  v.  7*4/  PeUttarf,  /^«'4«. 
C^mmuTit  C^mmiiti^m^  VoL  VI L 
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producers  of  milk  in  the  immediate  vidnity  of  New 
York,  complained  that  the  group  rate  was  subjecting 
them  to  undue  discrimination  and  was  extending  an 
undue  preference  to  the  more  distant  producers  of 
milk.  Thereupon  the  Interstate  Conmierce  Com- 
mission broke  up  the  group  rate  of  32  cents  per  100 
pounds  of  milk  and  50  cents  per  100  pounds  of  cream. 
It  ordered  the  railways  to  make  the  following  charges 
on  milk  and  cream :  for  the  first  40  miles,  23  cents  on 
milk  and  41  cents  on  cream;  for  distances  between 
40  miles  and  100  miles,  26  cents  on  milk  and  44  cents 
on  cream ;  for  distances  between  100  miles  and  190 
miles,  29  cents  on  milk  and  47  cents  on  cream ;  and 
for  distances  over  190  mUes,  the  old  rates  of  32  cents 
on  milk  and  50  cents  on  cream. 

The  Commission  said :  "  There  has  been  imiformity 
in  charge  and  absence  of  uniformity  as  to  service 
{i.e.  difiFerences  in  the  length  of  haul)  and  traflSc  in- 
ducements on  the  lines  west  of  the  Hudson  River. 
Natural  disadvantages  of  more  distant  producers 
have  been  thereby  overcome,  and  producers  nearer 
the  market  have  been  denied  recognition  of  their 
more  favorable  location.  Under  the  present  system, 
the  amount  of  the  uniform  transportation  charge  is 
made  the  subject  of  agreement  between  the  principal 
carriers  west  of  the  Hudson  River,  and  the  cost  to 
dealers  in  the  city  market  of  milk  brought  over  both 
long  and  short  distance  is  thereby  practically  or 
nearly  equalized.    This  situation  facilitates  agree- 
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ments  among  the  dealers  as  to  the  price  paid  to  pro- 
ducers, and  it  does  not  operate  to  prevent  them  from 
fixing  a  standard  scale  of  charges  to  the  different 
classes  of  consumers.  Benefits  which  may  accrue 
to  New  York  City  consumers  under  the  uniform  milk 
rate  would  apparently  be  enhanced  rather  than  di- 
minished under  transportation  rates  properly  graded 
or  grouped,  and  no  higher  than  reasonable  from  the 
more  distant  sources  of  supply."  The  statement 
contained  in  the  last  sentence  is  an  unsupported  as- 
sertion; but  in  such  unsupported  assertions  the 
records  of  the  Commission  abound. 

•*The  findings  demonstrate  .  .  .  that  the  addition 
of  new  territory,  in  connection  with  the  methods 
adopted  for  developing  the  business ,♦  has  operated 
to  the  prejudice  of  the  old  territory.  The  near-by 
section,  comprised  within  a  radius  of  loo  miles  of 
New  York  by  direct  lines,  has  participated  but  little 
in  the  more  than  47  per  cent  increase  in  the  New 
York  supply  during  the  10  years  including  1895. 
WTiile  this  is  partly  due  to  diversion  of  land  in  that 
section  toother  than  dairy  uses,t  much  of  it  is  directly 
ascribable  to  the  transfer  of  the  patronage  of  many 
New  York  dealers  to  the  distant  producers,  resulting 
from  inducements  offered  by  the  long-distance  roads. 

*  Thai  it,  the  fre«  icing  of  milk  in  trmntportation;  throuj^h  ftolicttmtion 
\n  rmtlwmy  ft|^ents;  through  facihtiet  in  the  way  of  receiving  ttationt, 
»here  milk  b  kcp<  at  a  uniform  tempermture  of  40^  Fahrenheit  until  it 
m  •hippe<l,  an<1  material  aii  tt^  dealers  and  othen  in  the  eatabliahmcnt  ol 
crramerte«  tn  the  more  dtttant  localitiet. 

t  Tbal  ta,  suburban  rcaidcocea. 
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It  is  probable  that  in  course  of  time  the  milk  demand 
in  the  New  York  market  will  equal  the  producing 
capacity  of  all  the  various  localities  included  within 
the  present  imiform  rate  territory,  and  this  is  con- 
sidered in  the  findings ;  but  it  is  also  probable  that  the 
carriers  wiU  be  able,  through  improved  transportation 
methods,  to  bring  milk  daily  over  much  greater  dis- 
tances than  they  do  now,  and  deliver  it  at  their  New 
York  City  terminals  in  good  condition  and  at  a  suit- 
able hour.  The  course  of  the  West  Shore,  in  recently 
extending  the  uniform  milk  rate  to  a  point  near  Buf- 
falo, so  as  to  cover  a  total  distance  of  417  miles  from 
its  Weehawken  terminal,  illustrates  this  view.  The 
interests  of  all  milk  producers,  whether  located  within 
50  or  250  miles  of  New  York  City  on  any  of  the  lines, 
in  retaining  the  share  of  their  trafl5c  to  which  their 
nearer  location  would  naturally  entitle  them,  are 
plainly  imp)eriled  under  a  uniform  rate  for  trans- 
portation service.  .  .  . 

"But  whether  the  area  of  supply  has  been  unneces- 
sarily increased  or  not  under  the  uniform  rate  and  the 
practices  of  the  carriers,  the  right  of  producers  nearer 
the  market  to  a  rate  which  is  reasonable  in  itself  for 
the  service  rendered,  and  relatively  reasonable  as 
compared  with  the  rate  charged  for  the  service  to 
other  producers  of  milk,  must  be  upheld.  .  .  . 

''The  present  system  of  a  uniform  or  blanket  rate 
on  milk  and  also  on  cream  from  all  stations  on  the 
various  defendant  lines  west  of  the  Hudson  River 
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must  be  held  unlawful  under  both  sections  i  and  3 
oi  the  Act  to  Regulate  Commerce,  and  the  resulting 
unreasonableness,  injustice  and  wrongful  prejudices 
and  preferences  should  be  corrected." 

In  this  case  the  reasoning  of  the  Interstate  Com- 
merce Commission  rested  upon  the  doctrines  that 
the  amount  of  milk  offered  to  New  York  City  must 
not  be  allowed  to  exceed  ''the  natural  demand," 
lest  the  price  of  milk  should  fall  below  a  ''just 
price"  —  in  other  words,  the  Interstate  Commerce 
Commission  undertook  to  fix  the  price  which  the 
people  of  New  York  should  pay  for  milk.  It  ap- 
parently held  that  dairy  farmers  upward  of  40  miles 
from  New  York  must  not  be  allowed  to  meet  any 
of  the  growing  demand  of  New  York  for  milk,  untU 
the  farmers  less  than  40  miles  away  had  supplied  their 
"natural"  share  of  that  increased  quantity;  that  dis- 
tricts upward  of  100  miles  away  must  not  be  allowed 
to  come  in  until  after  the  districts  between  40  miles  and 
100 miles  distant  had  supplied  their  "natural"  share, 
and  so  on.  In  this  connection  it  is  instructive  to  note 
that  one  reason  why  the  New  York  dealers  did  not 
buy  more  milk  of  near-by  farmers  was  that  some  of  the 
latter  persisted  in  feeding  brewery  swill  to  their  cows. 
By  hnplication  the  Commission  decided  how  much 
milk  from  cows  fed  on  brewery  swill  the  people  of  New 
York  must  consume  before  they  should  have  the  right 
to  avail  thems<^lvts  of  the  .services  of  the  railways 
which  were  ready  to  bring  milk  from 

JC 
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It  is  needless  to  say  that  every  one  of  these  doctrines 
is  not  only  untenable,  but  absolutely  and  unquali- 
fiedly in  violent  opposition  to  the  practices  by  means 
of  which  the  United  States  has  been  settled  and  de- 
veloped. Moreover,  even  if  the  doctrines  in  question 
were  tenable,  they  could  not  be  carried  out.  To  seek 
to  determine  the  "natural  demand"  of  New  York 
City  for  milk,  the  "just  price"  of  milk,  and  the  share 
in  the  increasing  trade  in  milk  to  which  each  succes- 
sive outlying  region  is  naturally  entitled  by  virtue  of 
its  geographical  position,  is  as  idle  as  were  the  discus- 
sions of  the  schoolmen  of  the  Middle  Ages  as  to  how 
many  angels  could  dance  on  the  point  of  a  needle. 

The  railways  had  aimed  to  fix  the  group  rate  so  that 
the  total  receipts  upon  the  total  trafl5c  should  be 
remunerative;  and  no  evidence  was  introduced  to 
show  that  the  traffic  was  unduly  remunerative.  The 
traffic  is  exceptionally  expensive  to  handle,  and  can 
be  made  to  pay  only  if  it  can  be  increased  to  large 
proportions.  But  it  cannot  be  increased  to  large  pro- 
portions, unless  the  charge  shall  be  kept  down  to  such 
a  point  that  it  will  be  worth  the  while  for  the  farmer 
who  is  a  long  way  from  New  York  to  go  into  the  dairy 
business.  That  charge,  in  turn,  cannot  be  kept  down, 
unless  the  charge  to  the  near-by  farmer  can  be  kept  up. 
Therefore  such  cutting  into  a  group  rate  as  the 
Commission  practised  in  this  case  tends  to  leave 
unremunerative  the  group  rate  so  operated  upon, 
and  thus  is  likely  to  discourage  the  railways  from 
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extending  existing  group  rates  or  establishing  new 
ones. 

Two  and  one-half  years  after  the  Commission  had 
broken  up  this  group-rate  on  milk  and  cream  shipped 
to  Xew  York,  the  president  of  one  of  the  railroads 
involved  reported  that  the  Commission's  order  had 
reduced  the  earnings  of  his  company  by  $30,000  a 
year ;  and  this  must  have  gone  to  the  middlemen,  for 
the  fanner  had  been  receiving,  if  anything,  less  for 
milk,  there  having  been  in  no  case  an  advance  to  the 
fanner,  whfle  there  had  been  no  decrease  in  the  price 
paid  by  the  consumer* 

In  Germany  the  State  ownership  of  the  railways 
has  led  to  the  establishment  of  the  doctrine  that  no 
producer  or  trader  may  be  deprived  of  the  advantages 
accruing  to  him  by  virtue  of  his  geographical  position. 
In  Germany  they  have  no  group  rates  on  milk.  And 
in  the  year  of  Our  Lord,  1902,  the  firm  of  Von  BoUe 
was  stabling  within  the  city  of  Berlin  14,000  milch 
cows,  which  supplied  milk  to  50,000  families.  In 
addition,  there  were  in  the  suburbs  of  Berlin  hun- 
dreds of  dairies,  each  one  stabling  a  conskierable 
number  of  milch  cows.f 

Had  the  Interstate  Commerce  Commission  of  the 
United  States  been  in  existence  in  the  fifties,  when 
the  first  group  rates  were  established  in  a  tentative 

*  Tkf  Fi>rmm,  Mar^h.  tqo2,  Mr.  W.  I).  Ilinct.  Kint  Vicc-rreti«IcBt 
LovMvillr  ami  Nathiiiilc  kailctail. 

*  Zeitmmg  dti  I'treini  I>emti*ker  hitenhakm-  I'ertMraiimngem^iKXxA^j  39^ 
190a. 
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way,  and  had  it  slashed  into  the  revenues  to  be  ob- 
tained from  it  in  the  manner  in  which  it  did  in  1895, 
it  is  more  than  probable  that  the  practice  of  making 
group  rates  would  have  come  to  an  end  then  and 
there,  and  the  people  of  the  United  States  would  not 
have  come  to  enjoy  the  fruits  of  one  of  the  most 
beneficent  practices  established  by  oiu:  railwajrs. 

This  matter  is  of  sufiicient  importance  to  justify  a 
digression,  for  the  purpose  of  showing  the  part  that 

Group  Rates  build  S^^^P  ^^^  ^^  ^  ^^^^  ^  play  in  tbc 
up  the  Largest  development  of  a  coimtry.  About  20 
Creamery  in  the     years  ago  large  and  small  creameries 

were  established  in  almost  every  county 
in  the  eastern  half  of  Nebraska.  They  were  managed 
as  joint-stock  companies  and  as  cooperative  enter- 
prises, the  local  farmers  furnishing  perhaps  a  majority 
of  the  capital ;  but  more  than  three-fourths  of  them 
failed  because  of  poor  management  or  insufficient 
supplies  of  milk  and  cream.  They  were  replaced 
by  concerns  of  which  the  Lincoln  creamery  is  a 
tjrpe.  The  concern  in  question  began  in  1890  by 
sending  wagons  into  the  country  districts  to  gather 
cream.  Later  on  it  established  feeders  in  thickly 
settled  districts  a  few  miles  away,  collecting  cream 
and  bringing  it  in  bulk  to  its  various  creameries,  seven 
in  number.  In  1897  it  consolidated  its  various  plants 
into  one  creamery  at  Lincoln,  organizing  stations  for 
the  collection  of  cream  all  along  the  railways  leading 
from  Lincoln,    At  present  it  draws  upon  the  whole 
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of  southern  Nebraska  and  on  parts  of  northwestern 
Nebraska,  Colorado  and  Kansas,  the  nearest  col- 
lecting station  being  6  miles  from  Lincoln,  and  the 
most  distant  one  being  418  miles  away.  This  cream- 
ery is  said  to  be  the  largest  one  in  the  world,  and 
it  pays  such  high  prices  for  cream  that  it  has  driven 
from  the  field  which  it  covers  all  of  the  old-fashioned 
cooperative  creameries. 

It  is  suggestive  to  note  that  its  business  has  been 
made  possible  by  the  fact  that  the  cream  is  shipped 
under  group  rates  on  express  trains,  at  a  speed 
of  30  miles  an  hour.*  The  proprietors  of  rival 
creameries  in  western  Iowa  complain,  however, 
that  this  practice  violates  all  the  canons  of  nat- 
ural law,  in  that  it  creates  at  Lincoln,  Neb.,  a 
market  for  cream  which  is  produced  in  Iowa  and 
should,  therefore,  be  made  into  butter  in  Iowa 
creameries.  This  complaint  must  have  the  sympathy 
of  the  Interstate  Commerce  Commission,  as  well  as 
of  the  Iowa  State  Railroad  Commission,  which  an- 
nounced, in  189 1,  that  the  dairy  farmers  of  eastern 
Iowa  **paid  tribute  to  Chicago,'*  when  they  purchased 
hay  and  grain  at  Chicago. 

The  Mobile  and  Ohio  Railroad  Co.  operates  a  road 
from  Mobile,  Ala.,  to  East  St.  Louis,  111.,  a  distance  of 
644  miles.    Some  time  ago  it  made  a  group  rate  of 

*  iiep«r1  0/  ike  InJmtriai  CommuiUn  en  tkt  IhstrtSuU^m  cf  /a rut 
A. 
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70  cents  per  icx)  pounds  on  first-class  v^taUes 
Group  Rates  ex-  shipped  to  East  St.  Louis  from  any 
tended  to  South-  point  between  Verona,  369  miles  south 
ern  Truck  of  East  St.  Louis,  and  Prichard,  641 

miles  south  of  East  St.  Louis.  Begin- 
ning at  Tupelo,  the  first  station  north  of  Verona,  the 
rate  was  gradually  reduced,  becoming,  at  Tupelo,  65 
cents;  at  Humboldt,  52  cents;  and  at  Columbus,  30 
cents.  Humboldt  is  241  miles  south  of  East  St.  Louis, 
and  Columbus  is  175  miles  from  East  St.  Louis.  Vege- 
tables raised  south  of  Verona  come  into  the  market 
earlier  than  those  raised  in  the  vicinity  of  Verona, 
and  for  that  reason  command  a  higher  price.  Those 
raised  at  Humboldt  and  points  north  of  Verona  come 
into  the  market  somewhat  later  and,  for  that  reason, 
do  not  command  quite  so  good  a  price.  The  Mobile 
and  Ohio  Railroad  Co.  had  made  the  group  rate  under 
consideration  for  the  purpose  of  fostering  the  culti- 
vation of  vegetables  in  the  territory  covered  by  the 
group  rate,  and  it  had  succeeded  in  building  up  "a 
very  large  traffic  in  vegetables."  The  rate  in  ques- 
tion had  been  fixed  at  7  o  cents,  in  order  to  meet  the 
competition  of  vegetables  shipped  north  from  New 
Orleans. 

In  1897  one  W.  R.  Rea  complained  before  the 
Interstate  Commerce  Commission*  that  the  Mobile 
and  Ohio  "by  making  a  group  rate  from  Verona  to 

*  W,  R,  Rea  v.  The  Mobile  and  Ohio  Railroad  Co^  in  Decisiem  vf 
the  Interstate  Commerce  Commission^  Vol.  VII. 
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Prichard,  a  distance  of  271  miles,  discriminated 
against  Verona  as  in  favor  of  points  farther  south, 
and  insisted  that  the  shipper  from  such  points  enjoyed 
the  benefits  of  an  earlier  market  and  of  the  same  rate 
for  a  much  greater  distance." 

The  Interstate  Commerce  Commission,  in  the 
course  of  its  opinion,  said:  ''There  are  probably 
circumstances  under  which  a  group  rate  of  this  kind 
might  be  justifiable.  It  is  possible  that  this  particu- 
lar rate,  when  all  the  facts  and  circumstances  appear, 
may  be  justifiable ;  but  we  think  that  in  a  total  haul 
of  640  miles,  a  rate  which  for  the  first  271  miles  is  the 
same,  and  which  in  the  next  200  miles  falls  from  70 
cents  to  30  cents  upon  second  class  freight,  and 
from  44  cents  to  22  cents  upon  third  class  freight,  is 
frima  jack  unjust  and  unreasonable  and  a  discrimina- 
tion against  the  nearer  points  in  the  group;  that  in 
the  present  case  the  rates  from  Verona  of  70  cents  on 
second  class  freight  and  44  cents  on  third  class 
freight  are  unreasonable  and  unjust  and  discriminat- 
ing as  to  Verona." 

"At  the  same  time,  we  are  not  furnished  with  the 
necessary  information  to  determine  what  would  be 
a  reasonable  rate  from  this  point ;  and  we  have  con- 
cluded to  make  no  order  in  the  matter  for  the  present, 
but  to  rely  upon  the  defendant  so  to  adjust  its  rates 
in  accordance  with  this  suggestion  as  may  be  reason- 
able and  just,  holding  the  case*  ojun  with  leave  to  the 
complainant  to  apply  for  an  order  in  this  respect,  and 
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with  leave  to  either  party  to  introduce  further  testi- 
mony, if  so  advised." 

In  this  case  the  Commission  held  that  the  Mobfle 
and  Ohio  Railway  must  not  enable  people  to  make 
their  living  by  raising  vegetables  on  the  large  tract  of 
land  between  Verona  and  Mobile,  except  on  the  pay- 
ment of  the  penalty  of  reducing  all  its  rates  between 
Verona  and  East  St.  Louis. 

Other  arguments  in  favor  of  such  rate  practices 
are  of  very  considerable  importance.  For  example, 
the  New  York  Evening  Post  has  most  pertinently 
said :  "  Old  prejudices  die  hard,  but  there  is  no  influ- 
ence so  fatal  to  them  as  united  commercial  interest 
The  theory  may  be  hazarded  that  railroads,  refriger- 
ator cars  and  early  strawberries  and  asparagus  have 
done  far  more  to  render  the  poHtician's '  waving  of  the 
bloody  shirt'  innocuous  and  improfitable  in  this 
country  than  the  Spanish- American  War  itself ;  and 
have  discounted  in  influence  all  the  sermons  preached 
on  brotherly  love  since  the  Civil  War  ended.  These 
things  have  brought  about  a  movement  of  Northern- 
ers to  the  South."  And  yet,  when  some  one  com- 
plains of  the  rate  practices  by  means  of  which  the 
South  is  being  developed,  the  North  and  the  South 
are  being  reunited,  and  the  luxuries  of  the  last  genera- 
tion are  made  common  articles  of  diet  with  the  present 
generation,  the  Interstate  Conmierce  Commission  can 
see  nothing  more  than  that  some  one  is  being  de- 
prived of  the  advantages  due  to  him  by  virtue  of  his 
geographical  position. 
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In  1888  the  Northern  Pacific  RaQroad  made  a 
group  rate  of  32.5  cents  per  icx)  pounds  on  wheat 
GrmtpRtatsim  shipped  to  Portland,  Ore.,  from  any 
tkeSmnkmaicom'  point  between  Connell,  Wash.,  and 
*^  Juiietta,  Ida.  This  group  rate,  cover- 
ing a  territory  of  215  mUes,  the  railway 
made  in  order  that  it  might  ''sell  its  land  more  distant 
from  markets,  at  better  prices.''  In  1891  some 
fanners  at  Ritzville,  located  within  the  group  district, 
and  about  90  mUes  eastward  of  Connell,  petitioned 
the  Interstate  Commerce  Commission  to  order  that 
this  rate  be  16.25  cents,  alleging  that  the  rate 
of  32.5  cents  was  "excessive,  unjust,  and  unreason- 
able."* 

The  Commission  broke  up  the  group  rate,  being 
influenced  by  several  considerations.  One  of  them 
was:  "The  practice  of  making  one  rate  on  the  same 
product  over  a  very  large  district,  and  thus  equalizing 
the  burdens  of  transportation  to  the  same  market, 
is  only  justifiable  under  special  and  exceptional  cir- 
cumstances. This  practice  is  not  to  be  encouraged 
when,  as  in  the  case  under  consideration,  the  dif- 
ference in  the  transportation  expense  from  the  various 
parts  of  such  district  is  considerable  and  substan- 
tial." 

A  further  reason  why  the  Commission  broke  into 
the  group  rate  was  that  a  group  rate  extending  over 

•  /mtfrtiaU  Cummer  a  f^efcrh.  Vol.  VI,  A,  S,  Xnt^amJ  ▼.  7*4/  AVrti- 
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200  miles  "aflForded  to  grain  growers,  hundreds  of 
miles  nearer  to  market,  no  compensation  for  the  ad- 
vantages of  their  location." 

We  thus  find  the  Interstate  Commerce  Commission 
breaking  up  group  rates,  or  postage-stamp  rates,  on 
the  Atlantic  seaboard,  in  the  Gulf  States  and  on  the 
Pacific  coast. 

In  consequence  of  the  fierceness  of  the  compe- 
tition between  the  railways  leading  from  the  trans- 
Commissian  dis-  Mississippi  territory  to  the  Atlantic 
criminates  against  scaboard  ports  and  the  Gulf  ports  rc- 
trans'Mtsstssippt   spectively ,  the  rates  on  com  for  export, 

in  1889,  became   13.5  cents  per  100 
pounds  from  the  Mississippi  River,  and  16  cents  from 
Chicago,  though  the  distance  from  the  Mississippi 
River  to  the  Atlantic  seaboard  was  116  per  cent  of  the 
distance  from  Chicago  to  the  Atlantic.    The  reason  for 
the  discrimination  in  favor  of  com  raised  west  of  the 
Mississippi  River  and  against  com  raised  east  of  the 
Mississippi  was  that  the  competition   of  the  Gulf 
lines  did  not  extend  to  the  carriage  of  the  latter  com. 
The  Interstate  Commerce  Commission  *  thereupon 
ordered  that  the  aggregate  rate  from  the  trans-Mis- 
sissippi  farm  to  the  Mississippi  River  and  thence  to 
the  Atlantic  seaboard  must  never  become  less  thai* 
the  aggregate  rate  from  the  Illinois  farm  to  Chicago 
and  thence  to  the  Atlantic,  lest  Illinois  be  deprivc<3 

♦  Interstate  Commerce  Reports,  Vol.  VIII,  Export  Rata  from  PotpaH 
East  and  West  of  the  Mississippi  River, 
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of  '"the  natural  advantap;e  of  her  Rcojjraphical  I'^a- 
tion  as  compared  with  the  trans- Mississippi  country.*' 
This  ruling  the  Commission  should  properly  have 
made  under  the  so-called  long-  and  short-haul  clause 
of  the  Act  to  Regulate  Commerce.     But  since  the 
Commission  could  not  make  that  ruling  under  the 
long-  and  short-haul  clause  as  construed  by  the  Su- 
preme Court,  it  made  the  ruling  under  the  clause 
mhich  forbids  the  railways  making  rates  which  shall 
subject  any  locality  "to  any  undue  or  unreasonable 
prejudice  or  disadvantage  in  any  respect  whatsoever." 
So  far  as  the  ruling  was  obser\ed,  it  curtailed  the 
power  of  the  Atlantic  seaboard  lines  to  compete  with 
the  Gulf  lines,  and  corresiKjndingly  deprived  the 
famiers  of  the  trans- Mississippi  countr}'  of  the  benefit 
of  that  competition  —  that  is,  of  the  lowering  of  the 
minimum  of  the  cost  of  moving  com  from  the  farm 
to  Liverpool.     These  obiter  dicUi  of  the  Commission 
compel  the  conclusion  that,  if  the  Commission  had 
had  the  |K)wer,  it  would  have  prcvcntnl  thr   rates 
from  the  Mississip|)i  from  becoming  lower  than  the 
Wes  fmm  Chicago;  that  it  would  have  issuetl  an 
orfcr  designee  I  to  consenT  to  Illin(»is  **all  tlu-  natural 
ad\-antage  of  her  geographical  Icxatinn  as  cnmparrd 
»ith  the  trans  Mississippi  country."  and  disignol 
tiso  to  prevent  the  transfer  to  Omaha  and  other 
*Htcm  cities  of  any  part  of  the  grain  business  of 
Chicago.     In  other  words,  the  Ct>mmission  would 
hiTc  precipitated   a   conflict   of    interests    Ix'tween 


396  RAILWAY  RATES 

Illinois  and  the  trans-Mississippi  country,  between 
Chicago  and  Omaha  and  other  western  cities. 

Had  the  Interstate  Commerce  Commission  been 
established  at  the  close  of  the  Civil  War,  it  would  with 
cheerful  readiness  have  ruled  in  the  seventies  that 
to  New  York,  Pennsylvania  and  Ohio  must  be  con- 
served "all  the  natural  advantages  of  their  geographi- 
cal location  as  compared  with"  Kansas  and  Ne- 
braska. The  doctrine  suggested  in  the  New  York 
milk  case,  that  the  railways  must  not  make  the  rates 
on  milk  so  low  as  to  encourage  unduly  the  production 
of  milk,  would  have  been  developed  into  the  doctrine 
that  the  railways  must  not  bring  into  the  market  so 
much  western  wheat  as  to  depress  the  price  of  wheat 
in  the  world  markets  below  the  "just  price";  and 
the  Commission  probably  would  have  ruled  that  $1.25 
a  bushel  was  the  "just  price,"  since  that  was  the 
price  required  to  sustain  the  value  of  eastern  farm 
lands  at  the  level  of  1876, 


CHAPTER  Vra 

THE  DECISIONS  OF  THE  INTERSTATE  COIOCERCE 

coioassiON  (cx)ncluded) 
Pandora^s  Box 

Let  us  consider  next  a  body  of  decisions  which 
show  the  political  danger  inherent  in  the  exercise 
by  the  Government  of  the  power  to  fix  railway  rates. 

In  1 89 1  the  real  estate  operators  and  the  jobbing 
merchants  of  Minneapolis,  and  to  some  extent  the 
millers  of  Minneapolis,  became  alarmed  lest  Duluth 
should  impair  the  ascendency  of  Minneapolis  as  a 
milling  centre  and,  by  reflex  action,  as  a  jobbing 
centre,  for  the  farmer  tends  to  buy  his  supplies  where 
he  sells  his  produce.*  The  Mississippi  River  nc 
longer  furnished  all  the  power  needed  by  the  Minne- 
apolis mills,  and  the  cost  of  coal  was  $1.50  a  ton  more 
in  Minneapolis  than  in  Duluth,  because  the  latter 
city  was  located  directly  uix)n  Lake  Superior.  So 
far  as  the  future  growth  of  business  was  concerned, 
the  prospects  seemed  to  be  in  favor  of  Duluth.  That 
fact  was  expressed  in  the  Annuui  Report  of  thi  Trade 
and  Commerce  of  Duluth,  for  1892,  in  the  statement 

•  rk^  /fsUrfimJ  CsuUr,  September  iS,  1891. 
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that  the  year  1892  would  long  be  remembered  as  the 
year  in  which  Duluth  "toppled  over  the  framework 
of  preeminence  built  up  by  Minneapolis."  And  to 
that  statement  the  jobbing  merchants  had  added: 
"Duluth's  competitors  (Minneapolis  and  St.  Paul) 
may  kick  and  howl,  but  never  again  shall  they  see 
goods  delivered  from  the  eastern  seaboard  to  inland 
cities  (Minneapolis  and  St.  Paul)  as  cheaply  as  they 
are  brought  to  the  city  at  the  head  of  the  greatest 
stretch  of  inland  navigation  in  the  world."  The 
situation  thus  summed  up  appeared  so  serious  to 
Minneapolis  that  the  Chamber  of  Commerce,  "or- 
ganized to  advance  the  general  prosperity  and  busi- 
ness interests  of  the  city  of  Minneapolis,"  decided 
to  invoke  the  power  of  the  Federal  Government  to 
check  the  growth  of  its  boastful  rival.  Proctor  Knott's 
"Zenith  City  of  the  Unsalted  Seas." 

The  railways  of  the  Northwest,  after  much  warring 
of  rates,  had  agreed  upon  a  division  of  the  com- 
petitive grain  traffic  between  Duluth,  Minneapolis, 
Milwaukee  and  a  number  of  minor  points  lying  im- 
mediately to  the  west  of  Lake  Michigan.  That  divi- 
sion of  the  traffic  provided,  among  other  things,  that 
from  a  large  territory  in  North  and  South  Dakota  and 
Minnesota  the  rates  on  wheat  should  be  the  same  to 
Minneapolis  and  to  Duluth,  though  numerous  points 
in  the  territory  in  question  were  from  7  per  cent,  or 
20  miles,  to  30  per  cent,  or  106  miles,  nearer  to  Min- 
neapolis than  to  Duluth.    Of  these  equal  rates  the 
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Chamber  of  Commerce  of  Minneapolis  complained 
before  the  Interstate  Commerce  Commission,*  alleg- 
ing that  they  subjected  Minneapolis  to  undue  and 
unreasonable  prejudice  and  disadvantage. 

The  Commission  ordered  that  the  rates  in  question 
be  made  from  7  per  cent  to  30  per  cent  lower  to  Min- 
RHaitveProM-  neapolis  than  to  Duluth.  In  the  course 
ftrtir  rtgmUUid  of  the  Opinion  the  Commission  said : 
kw  a  Duiami  "  jt  ^an  hardly  be  doubted,  in  view  of 
*^'^  the  testimony,  that  under  the  present 

adjustment  of  rates  on  wheat  the  milling  interests  of 
Nfinneapolis,  and  with  them  its  general  prosperity, 
and  possibly  its  population,  must  decline.  So  far 
as  such  a  result  would  be  attributable  solely  to 
the  greater  natural  advantages  of  Duluth  as  a  point 
for  manufacture  and  shipment  of  flour,  nothing  per- 
haps could  properly  be  done  to  avert  it.  Duluth 
is  nearer  to  the  markets  than  Minneapolis,  and 
to  this  extent  its  advantages  cannot  and  ought  not 
to  be  denied  or  taken  from  it.  But  on  the  other 
hand,  Minneapolis  is  nearer  to  the  wheat  fields  than 
Duluth,  and  to  this  extent  it  is  entitled  to  the  advan- 
tage over  Duluth  which,  on  that  account,  should 
naturally  belong  to  it.  This  natural  advantage  is 
denied  to  Minneapolis  in  the  present  adjustment  of 
railroad  rates,  as  between  it  and  Duluth,  from  the 
wheat  fields.  ...     As  a  general  rule  it  is  prol>ably 


•  fmiertimtt  Commerce  Kef>9rti,  V€>I.  V,  The  CA^imher  0/  C^mmura  cf 
ii%mwumf0i%i  ▼.  Tki  Great  Sortkern  Aathtsg/  (>.,  //«/. 
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true  that  rates  should  not  be  proportioned  stricdy 
to  mileage,  .  .  .  This  is  due  largely  to  the  fact  that 
the  terminal  expenses  which  do  not  vary  with  dis- 
tance constitute  a  considerable  part  of  the  entire 
charge  in  either  case  and  operate  to  reduce  the  ton- 
mile  rates  on  a  longer  haul. 

"  But  this  consideration  in  the  present  case  seems  to 
be  fully  balanced,  perhaps  more  than  balanced,  by 
the  fact  that  back-loadings  which  is  also  a  powerful 
element  in  the  establishment  of  rates,  is  so  much  more 
certain,  and  the  west-bound  traffic  so  much  more 
profitable,  from  Minneapolis  than  from  Duluth." 

At  the  very  moment  when  the  Commission  thus 
reckoned  the  ascendency  of  Minneapolis  over  Duluth, 
in  the  matter  of  heavier  shipments  of  general  mer- 
chandise westward,  as  a  salient  circumstance  or  con- 
dition toward  the  proper  determination  of  rates,  the 
railways  and  the  merchants  of  Duluth  were  moving 
heaven  and  earth  to  overcome  that  ascendency.  In 
fact,  at  that  very  moment,  "a  vast  proportion  of  the 
coal,  salt,  lime,  cement,  heavy  iron  and  hardware, 
sugar  and  other  staple  groceries,  received  and  stored 
in  Duluth,  were  received  and  stored  there  on  account 
of  St.  Paul  and  Minneapolis  merchants,  who  deliv- 
ered their  merchandise  to  their  customers  from  their 
Duluth  warehouses."  * 

In  this  case  the  Commission  imdertook  to  regulate 

*  Annual  Report  of  the  Trade  and  Commerce  of  DfUuth,  for  the  year 
1892. 
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the  relative  prosperity  and  the  relative  rates  of  growth 
of  two  great  cities;  and  for  that  purpose  it  ordered 
the  adjustment  of  rates  on  a  distance  basis  absolutely. 
Uliat  it  had  to  say  about  back-loading  was  an  after- 
thought, brought  in  to  support  its  ruling  after  it  had 
made  up  its  mind  what  that  ruling  should  be.  Its 
reasoning  upon  this  point  also  was  so  loose  that  it 
cannot  be  deemed  to  constitute  an  argument.  And 
finally,  in  a  similar  decision  rendered  shortly  after- 
ward, the  Commission  made  no  use  of  the  back-haul 
argument.* 

If  Milwaukee,  Duluth  and  the  other  northwestern 
cities  had  imitated  the  course  taken  by  Minneaix)lis, 
all  the  rates  in  the  Northwest  would  have  had  to  be 
readjusted.  For  the  Commission's  adjustment  of 
rates  on  a  mileage  basis  pure  and  simple  would  have 
given  Duluth  the  advantage  over  Minneapolis  in 
certain  territor}*  northwest  of  Minneapolis,  and 
would  have  given  Milwaukee  the  advantage  over 
Nfinneapolis  in  certain  regions  southwest  of  Minne- 
apolis. It  would  apix'ar  that  Minnea|X)lis  itself  ulti- 
mately had  come  to  realize  that  fact.  For  in  1Q05 
Mr.  Congressman  Stevens,  of  Minnesota,  a  member 
of  the  Committee  on  Interstate  and  Foreign  Com- 
merce of  the  House  of  Rcprcsi'ntativcs,  statixl  that  the 
Chamber  of  Commerce  of  Minncajx)lis  had  informed 


•  /mUritatf  '.'.'mme'.e  .K'ff  rf,  \'..\.  VII.    i'htm'fr  ,»/■  (".-nmrr.f  ,f  rhf 
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him  that  it  had  requested  that  the  Commission's 
order  be  not  enforced,  "  for  the  reason  that  if  the  same 
policy  were  pursued  (by  the  other  cities)  Minneapolis 
would  get  no  advantage  from  the  southwestern  trade 
and  Duluth  would  get  all  the  advantage  from  the 
northwestern  trade."  ♦ 

The  doctrine  that  disputes  arising  out  of  the  trade 
jealousies  of  rival  business  centres  are  to  be  settled 
by  the  application  of  the  distance  tariflF  would  lead  to 
the  readjustment  of  the  entire  interstate  conmierce  of 
the  United  States,  and  to  the  destruction  of  an  enor- 
mous percentage  of  the  existing  trade  relations.  To 
illustrate,  the  distance  from  Chicago  and  Milwaukee 
to  St.  Paul  is  about  half  the  distance  from  St.  Louis 
to  St.  Paul.  Yet  the  rates  from  St.  Louis  to  St.  Paul 
are  only  5  per  cent  in  excess  of  the  rates  from  Chicago 
and  Milwaukee  to  St.  Paul.  On  low-grade  freight 
the  advantage  of  Chicago  and  Milwaukee  is  less  than 
I  cent  per  100  pounds,  "and  that  is  very  aggravat- 
ing to  the  people  interested  in  shipping  from  Mil- 
waukee to  St.  Paul."  f  If  the  Esch-Townsend  Bill 
should  become  the  law,  and  thereupon  Milwaukee 
should  bring  a  complaint  before  the  Interstate  Com- 
merce Commission,  that  body  would  be  bound  to 
make  a  ruling  that  would  exclude  St.  Louis  from  the 


*  Hearings  before  the  Committee  on  Interstate  and  Foreign  Commera 
of  the  House  of  Representatives^  1905,  p.  343. 

t  Hearings  before  the  Committee  on  Interstate  and  Foreipi  Commerce 
of  the  House  of  Representatives^  1902,  p.  387,  Mr.  A.  C  Birdt  Third  Vice- 
President,  Chicago,  Milwaukee  and  St.  Paul  Railway. 
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trade  of  St.  Paul.  If  the  Commission  should  decline 
to  follow  the  precedent  established  in  the  decision 
just  reviewed,  we  should  no  longer  have  a  govern- 
ment of  laws,  but  should  have  a  government  of  men. 
Our  interstate  commerce  would  be  regulated,  not  in 
accordance  with  law,  but  by  the  dispensing  power  of 
the  Interstate  Commerce  Commission. 

Shortly  after  the  foregoing  decision  had  been  made 
the  Chamber  of  Commerce  of  Milwaukee  asked  the 
Interstate  Commerce  Commission*  to  secure  to  it 

that  advantage  due  to  it  by  virtue  of 
/aW/mIhiu^     the  fact  that  Milwaukee  was  nearer 

to  certain  wheat-growing  areas  in 
Minnesota  and  Iowa  than  was  Minneapolis.  The 
Commission,  adopting  once  more  the  mileage  test, 
ordered  that  the  rates  be  readjusted  to  the  advantage 
of  Milwaukee  and  to  the  disadvantage  of  Minneapolis. 

Before  the  Committee  on  Interstate  and  Foreign 
Commerce  of  the  House  of  Representatives,  Mr.  A. 
C.  Bird,  vice-president  of  the  so-called  Gould  lines, 
on  January  23,  1905,  gave  an  exceedingly  instructive 
account  of  this  contest  between  Milwaukee  and  Min- 
neapolis.! Said  Mr.  Bird:  "The  case  was  heard, 
perhaps  three  times  —  at  least  twice.  It  was  thor- 
oughly discussed  in  a  liberal  manner,  in  a  friendly 

•  ImUrtintt  C0mmtr<t  Rep^rtt,  Vol  VII.  Ckamhtr  #/  Comment  cf  the 
Citf  .'f   \f$/u>^t$tJtrf  r.  (**i4  j^*.',  yfiht^mkfe  amJ  Sf  Paul  ffathtHtr  O.,  //  al. 

♦  •  'in.iar^  .'fearing,  Ser^^re  the  Committee  *•»«  Intent^tt  ttmJ  ^*^rei^ 
C^mmrr.e  <ff  tkt  H^uie  .•/  h'ef*  euniatr  e.,  I'^)i,  p.  386,  Mr.  .V  C  Itird, 
TluiJ  \'KC-IVc*idcDt«  Chicago,  Milwaukee  and  S(.  Paul  RailwAy. 
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spirit,  between  the  Commissioners  and  the  raibx)ad 
people.  There  was  no  bitterness  manifested.  There 
was  bitterness,  however,  between  the  rival  chambers 
of  conmierce.  It  was  a  fight  for  supremacy ;  it  was 
a  fight  which  is  going  on  all  over  this  broad  land. 
Finally  the  railroad  companies  told  the  Conmiission : 
^  We  cannot  do  it ;  you  have  laid  down  a  rule  for  us  to 
determine  the  differential.  We  are  perfectly  satisfied 
to  accept  your  rule,  but  we  cannot  apply  it  practically. 
There  are  difficulties  with  the  geography  of  the  rail- 
roads that  prevent  a  reasonable  adjustment  of  the 
rate,  prevent  such  an  adjustment  as  everybody  has  a 
right  to  expect.  Therefore,  if  the  Commission  will  fix 
the  tariffs  from  all  this  producing  territory  to  Mil- 
waukee and  Minneapolis,  respectively,  we  will  put 
them  into  effect;  we  will  put  in  force  these  rates.' 
And  the  Commission  said  they  were  not  competent 
to  do  that. 

"Now,  following  that,  the  railroad  companies  made 
another  proposition.  *We  will  select  one  or  two  or 
three  members  from  each  of  these  boards  of  trade  or 
chambers  of  commerce,  and  if  they  will  agree  upon 
these  tariff  rates  we  will  adopt  those  rates.'  And 
the  effort  was  made.  That  committee  did  agree  in 
a  restricted  territory.  .  .  .  But  they  utterly  failed  to 
agree  in  the  whole  territory,  and  neither  party  was 
satisfied  and  nothing  was  done,  and  that  case  has 
not  been  settled."  That  is,  although  the  Conunission 
had  made  its  order  in  January,  1898,  in  January, 
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1905,  the  several  chambers  of  commerce  had  not 
reached  an  agreement,  the  railway  companies  hav- 
ing agreed  to  accept  whatever  the  chambers  of  com- 
merce should  agree  upon.  In  other  words,  there  was 
m  complete  parallel  to  the  situation  in  Germany,  where 
abound  deadlocks  of  interest  that  last  for  decades. 

Mr.  Bird  continued:  "I  want  to  impress  upon 
your  minds,  and  repeat  in  every  possible  way,  the 
(Md  that  the  whole  country,  from  ocean  to  ocean  and 
from  the  Gulf  to  the  northern  boundaries  of  the  coun- 
try, is  covered  with  trade  bodies,  each  one  fighting  for 
supremacy  —  not  what  the  law  grants  to  them,  but 
what  they  think  they  can  get  by  overpersuasion,  by 
ingenious  argument.  There  is  just  as  much  cruelty, 
just  as  much  lack  of  honor,  just  as  much  lack  of  inter- 
est in  other  people's  rights  between  communities  as 
there  is  any^-herc  between  individuals.  Now  the 
passage  of  this  law  (Esch-Townsend  Bill)  would  open 
the  box.  The  country  would  be  covered  from  ocean 
to  ocean  by  these  complaints,  and  I  say  that  it  is  not 
in  the  power  of  any  commission  that  may  be  appointed 
to  justly  adjudicate  or  attempt  to  settle  these  ques- 
tions without  working  an  evil  upon  the  commerce  of 
this  country.  .  .  ." 

In  1889,  the  Chicago  Board  of  Trade,  being  alarmed 
oppotitum  10  iki  at  the  growth  of  the  {K)rk-{)acking  busi- 
Wiiiward  Trend  ncss  at  Kansas  City,  St.  Joseph,  Ixav- 
pf  imJuitry  mworlh.     AtrhisoH.     Omaha,     Sioux 

City  and  other  Missouri  River  }x)inls,   a|)|K*a!c*tl    to 
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the  Interstate  Commerce  Commission  for  relief.* 
It  alleged  that  the  railways  were  subjecting  Chicago 
to  an  undue  disadvantage,  by  charging  more  for  the 
carriage  of  hogs  from  the  aforesaid  Missouri  River 
points  to  Chicago  than  for  the  carriage  of  dressed 
pork  and  other  hog  products.    It  went  on  to  state 
that  the  )rield  of  a  hog  in  product  was  about  72  per  cent 
of  the  live  weight,  and  petitioned  that  the  rate  on  live 
hogs  should  be  ordered  to  be  72  per  cent  of  the  rate 
on  hog  products.    The  Conunission  ruled  that  the 
practice  of  the  railways  in  charging  more  for  the  car- 
riage of  live  hogs  than  for  the  carriage  of  hog  products 
was  in  violation  of  the  third  section  of  the  Act  to  Regu- 
late Commerce,  in  that  it  constituted  an  unjust  dis- 
crimination in  favor  of  one  kind  of  traffic  and  an 
unlawful  prejudice  against  another,  and  also  sub- 
jected Chicago  and  the  packers  at  Chicago  to  an 
unlav^rful  prejudice.     It  ordered  that  the  rates  on  live 
hogs  be  made  no  greater  than  the  rates  on  dressed 
hogs  —  which  appears  to  have  been  a  compromise 
between  the  practice  of  the  railways,  in  charging  more 
for  the  carriage  of  hogs  than  for  the  carriage  of  hog 
products,  and  the  demand  of  the  Chicago  Board  of 
Trade,  that  the  rate  on  hogs  be  made  72  per  cent  of 
the  rate  on  hog  products. 

The  Commission,  in  the  course  of  its  opinion,  stated 
that  "the  carriers,  after  i&ling  their  answers,  took  no 

♦  Interstate  Commerce  Reports,  Vol.  IV,  The  Board  of  Trade  of  the 
City  of  Chicago  v.  The  Chicago  and  Alton  Railroad  Co^  et  aL 
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further  part  in  the  controversy,  seeming  to  feel  reluc- 
tant to  become  active  in  the  controversy  between 
those  who  were  their  patrons  on  a  large  scale,  and 
leaving  the  matters  involved  to  the  judgment  of  the 
Commission.  But  the  intervenors  were  represented 
by  counsel  throughout,  and  presented  their  views  as 
wdl  as  the  defence  set  up  by  the  carriers,  both  by  the 
evidence  as  well  as  in  argument."  Among  the  inter- 
venors was  the  Honorable  Board  of  Railroad  G>m- 
missioners  of  the  State  of  Iowa. 

The  intervenors  maintained  that  the  growth  of 
pork  packing  at  the  Missouri  River  points,  with  its 
decrease  at  Chicago,  was  the  result  of  natural  forces 
of  trade  which  caused  manufacturers  to  move  their 
establishments  to  the  source  of  supply.  They  pointed 
out  that  at  the  outbreak  of  the  Civil  War  the  centre 
of  the  pork-packing  industry  had  been  at  Cincinnati, 
that  it  had  moved  to  Chicago  with  the  westward 
movement  of  the  com  belt,  and  that  it  was  now  on  its 
way  to  the  Missouri  River. 

A  large  number  of  the  orders  of  the  Interstate 
Commerce  Commission  rest  in  great  measure  upon 
the  doctrine  that  each  locality  is  entitled  to  the  ad- 
vantage accruing  to  it  from  its  geographical  position ; 
but  in  the  case  under  review  the  Commission  declined 
to  apply  that  doctrine.  It  said:  ''A  business  like 
that,  involving  the  preparation  for  and  the  consump- 
tion of  such  a  large  and  leading  staple  and  necessary 
of  life  as  meat,  with  all  the  competition  that  exists 
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for  it,  is  too  large  to  be  done  in  a  comer.  It  is  not 
entirely  a  new  thing,  and  perhaps  is  very  natural, 
for  those  located  near  where  a  great  staple  is  grown, 
to  think  that  they  have  peculiar  rights  to  railroad 
rates  in  the  marketing  of  that  staple,  growing  out  of 
what  they  call  their  *  geographical  position  and  ad- 
vantage.' .  .  .  But  we  are  forced  to  the  conclusion 
that  this  is  too  large  a  business  to  be  done  upon  such 
narrow  lines." 

To  have  the  State  Railroad  Commission  of  Iowa 
announce  that,  by  virtue  of  natural  right  growing  out 
of  geographical  position,  the  hogs  of  Iowa  should 
be  slaughtered  in  Iowa,  and  to  have  the  Federal 
Interstate  Commerce  Commission  repudiate  that 
doctrine,  must  indeed  have  been  disconcerting  to 
those  students  of  the  railway  problem  who  believed 
that  one  has  but  to  vest  men  with  the  authority  of 
public  office  to  enable  them  to  see  where  lies  the 
truth  in  these  questions  of  conflict  of  trade  interests 
and  sectional  interests. 

In  May,  1905,  Hon.  Albert  B.  Cunmains,  Gov- 
ernor of  Iowa,  appeared  before  the  Committee  on 
Interstate  Commerce  of  the  Senate  of  the  United 
States,  supporting  the  proposition  that  "Congress 
shall  invest  a  commission,  comf)osed  of  men  com- 
petent to  perform  the  grave  and  responsible  duties 
charged  upon  them,  with  the  authority  to  fix  a  rail- 
road rate  instead  of  one  established  by  the  rail- 
ways.  ..."     He  said:    "I  ought  not  to  consume 
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your  time  in  citing  particular  instances  of  discrimina- 
tioD.  Bear  with  me,  however,  while  I  make  a  gen- 
eral observation.  Iowa  is  an  agricultural  State. 
Nothing  can  dispute  her  claim  of  superk>rity  in  that 
rcq>ect.  Why  is  it  that  she  is  not  also  a  manufac- 
turing State?  Her  chief  raw  materials  are  com, 
cattle  and  hogs.  It  is,  I  understand,  a  sound  rule 
in  industrial  economy  that,  if  other  things  are  equal, 
the  manufactory  should  be  as  close  to  the  raw  mate- 
rial as  possible."  The  witness  apparently  had  for- 
gotten that  the  Interstate  Commerce  Commission 
had  rejected  that  doctrine ;  and  had,  furthermore,  put 
upon  the  long-  and  short-haul  clause  of  the  Act  to 
Regulate  Commerce  a  construction  which,  if  enforced, 
would  have  transferred  to  Chicago  a  large  part  of 
the  jobbing  trade  of  Dubuque,  Davenport  and  other 
Iowa  jobbing  centres. 

The  spirit  that  prompted  the  decision  made  by 
the  Interstate  Commerce  Commission  in  The  Board 
of  Trade  of  Chicago  v.  The  Chicago  and  Alton  Rail- 
road  Co.,  in  the  seventies,  would  have  prompted  the 
disapproval  of  the  railroad  rates  made  in  connection 
with  the  transfer  of  the  packing  industry  from  Buf- 
falo to  Chicago,  and  of  those  incident  to  the  transfer 
of  the  flour<milling  industry  from  Rochester  to  Mil- 
waukee and  Chicago.  These  rates  seemingly  dis- 
criminated against  BufTalo  and  Rochester,  but  only 
seemingly*  Irresistible  and  imfx^rsonal  commercial 
and  industrial  forces  had  decreed  the  migration  west- 
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ward  of  the  flour-milling  and  pork-packing  industries; 
and  the  rates  made  as  incidents  of  that  transfer  had 
been  a  result,  not  a  cause. 

In  Anthony  Salt  Co.,  et  al.,  v.  The  Missouri  Pacxfc 
Railway  Co.,  et  al.,*  the  Interstate  Commerce  Com- 
mission prescribed  the  relation  that 

'^Reasom*  for  ,,.,.,  , 

Diurimimatum  by  should  obtam  between  the  rates 
*fe  CommisnoH  charged  for  the  carriage  of  salt  from 
^^  ^»(A«a«  different  points  in  the  United  States  to 
a  common  market,  Fort  Worth,  Texas. 
In  this  case  the  ruling  was  made  on  the  principle  of 
the  distance  tariff.  The  Atchison,  Topeka  and  Santa 
F6  Railroad  was  operating  lines  from  St.  Louis  to 
Fort  Worth  and  other  so-called  Texas  common  points, 
as  well  as  a  line  from  Hutchinson,  Kan.,  to  Fort 
Worth  and  Texas  common  points.  It  was  hauling 
Michigan  salt  from  St.  Louis  to  Fort  Worth,  a  dis- 
tance of  743  miles,  for  35^  cents  a  hundred  pounds, 
and  Kansas  salt  from  Hutchinson  to  Fort  Worth,  a 
distance  of  427  miles,  for  the  same  rate.  The  Com- 
mission found  that  this  "was  hauling  Michigan  salt 
a  distance  of  316  miles  without  chaise."  It  said 
that,  "while  many  other  considerations  than  distance 
may  be  considered  in  determining  what  shall  consti- 
tute a  proper  rate,  yet  in  this  case  nothing  is  shown 
to  justify  the  apparent  discrepancy  of  charge,  and  it 
is  believed  to  work  an  undue  preference  to  Michigan 
salt  over  Kansas  salt  going  to  Texas  and  southerly 
points. 

•  Initrstate  Cumm^ce  Stfcrb,  VoL  V, 
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''It  can  hardly  be  disputed  that  there  is  here  a 
disadvantage  brought  about  to  the  Kansas  salt, 
mnd  a  preference  given  to  the  Michigan  salt,  both 
undue  and  unreasonable.  .  •  •  We  think  that, 
in  an  this  territory,  where  the  Texas  points  are  as 
near  to  Hutchinson  as  to  St.  Louis,  the  Kansas 
salt  should,  by  a  rearrangement  of  rates,  be  carried 
for  an  equal  charge,  and  where  Hutchinson  is 
nearer  than  St.  Louis,  the  Kansas  salt  should  have 
the  reasonable  advantage  of  its  proximity  to  the 
market.  .  .  • 

'^We  therefore  order  and  direct  that  the  maximum 
rate  on  salt  from  Hutchinson  to  Galveston  and  Texas 
common  points  be  fixed  at  27  cents  per  hundred 
pounds  so  long  as  the  rate  on  salt  from  St.  Louis  to 
Texas  points  is  fixed  at  35}  cents  per  hundred  pounds, 
and  that  the  relation  and  proportion  be  hereafter 
maintained  between  rates  on  salt  from  St.  Louis 
and  Hutchinson  to  Texas  common  points  as  hereby 

TheTCommission's  finding  that  ''nothing  was 
shown  to  justify  the  apparent  discrepancy  of  charge'' 
between  St.  Louis  and  Fort  Worth  and  Hutchinson 
and  Fort  Worth,  was  based  on  the  alleged  fact  that 
both  lines  were  operated  under  substantially  similar 
conditions  as  to  density  of  traffic,  opportunity  for 
obtaining  back-loads  and  physical  condition  of  the 
roads.  But  here  again  the  Commission's  reasoning 
was  so  loose  that  one  cannot  escape  saying  that  the 
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Commission  merely  made  an  unsupported  assertion, 
not  an  argument. 

Virtually  disregarding  the  fact  that  the  Michigan 
salt  paid  8  cents  a  hundred  pounds  to  reach  St.  Louis 
(where  large  quantities  of  salt  from  Michigan  and 
New  York  are  always  kept  on  hand  for  distribution 
to  the  West  and  the  Southwest),  the  Conunission 
said:  "St.  Louis,  for  the  purpose  of  this  inquiry, 
may  be  treated  as  the  point  of  origin  of  Michigan 
salt,  the  cost  of  getting  it  to  the  distributing  point 
being,  perhaps,  an  element  of  the  original  cost  of  the 
article  in  preparation  for  market."  This  handicap 
of  8  cents  on  Michigan  salt  the  Commission  in- 
creased by  an  additional  8J  cents,  when  it  ordered 
that  the  Hutchinson-Galveston  rate  should  be  27  cents 
so  long  as  the  St.  Louis-Galveston  rate  continued 
to  be  35  J  cents.  That  total  handicap  of  16^  cents  must 
have  been  a  serious  one ;  for,  according  to  the  Com- 
mission's own  j&nding,  the  initial  cost  of  production 
of  Michigan  salt  was  only  5  cents  per  280  pounds 
less  than  that  of  Kansas  salt.  If  the  Commission  is 
to  be  at  liberty  to  assume  that  Michigan  salt  is  mined 
at  St.  Louis,  it  is  difficult  to  see  where  its  power  to 
make  assumptions  is  to  stop,  and  why  it  should  con- 
tinue to  give  any  reasons  for  its  decisions.  It  would 
seem  to  be  sufficient  that  the  Commission  simply 
issue  its  orders. 

In  1 86 1  the  Michigan  salt  fields  had  produced 
125,000  barrels  of  salt,  which  output  by  1875  ^^ 
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been  increased  to  1,000,000  barrels,  and  by  1890  had 
reached  4,000,000.  The  Kansas  salt  fields,  opened 
in  1888,  were  producing  in  less  than  3  years  1,000,000 
bands  a  year,  or  one-twelfth  of  the  total  amount 
consumed  in  the  United  States.  These  figures  show 
conclusively  that  the  Kansas  salt  industry  was  not 
suffering  or  being  suppressed  through  maladjusted 
railway  rates. 

If  the  Federal  Government  is  to  be  called  upon  to 
regulate  the  competition  in  Texas  of  Kansas  and 
Tkt  htnuui  Uf  Michigan  salt,  there  is  no  reason  why 
Trmdi  implied  in  it  should  not  be  Called  upon  to  regu- 
RigmUiwn  of  j^^^  thc  Competition  in  Texas  or  any- 
^^  where  else  of  cotton  goods  manufac- 

tured respectively  in  Massachusetts  and  Carolina ;  of 
boots  and  shoes  manufactured  respectively  in  Mas- 
sachusetts, Illinois,  Ohio  and  Missouri ;  of  steel  and 
iron  manufactured  respectively  in  Alabama,  Mary- 
land, Pennsylvania,  Illinois  and  Colorado ;  or,  in  the 
treeless  States  of  the  Missouri  River  valley,  of  lum- 
ber cut  respectively  in  Arkansas,  Georgia,  Michigan 
and  Oregon.  In  fact,  there  is  no  commerce  in  the 
United  States  that  is  large  enough  to  be  worth  quar- 
relling over  that  the  Federal  Government  might  not 
be  called  upon  to  regulate. 

Under  the  Act  to  Regulate  Commerce  the  question 
of  the  relative  reasonableness  of  the  rates  charged 
from  diflerent  producing  or  distributing  centres  to 
common  markets,  could  be  brought  before  thc  Inter- 
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state  Commerce  Commission  only  in  those  cases  in 
which  the  same  railway  system  was  operating  railway 
lines  from  each  of  those  dififerent  producing  centres  to 
the  common  market.    But  should  the  Esch-Townsend 
Bill  become  the  law  of  the  land,  then  it  would  be  pos- 
sible to  bring  before  the  Commission  the  question  of 
the  relative  reasonableness  of  any  and  all  rates  from 
rival  producing  centres  to  common  markets.    Let  us 
consider  what  might  have  happened,  had  the  Act  to 
Regulate  Commerce  conferred  upon  the  Interstate 
Commerce  Commission  the  wide  powers  which  the 
Esch-Townsend  Bill  prop)oses  to  confer  upon  the 
Commission.    Lumber  is  carried  from  the  south- 
western lumber-producing  regions  to  Chicago,  a  dis- 
tance of  1340  miles,  for  24  cents  a  hundred  pounds. 
That  rate  was  established  some  20  years  ago  "on 
commercial  considerations" — that  is,  in  order  to 
enable  the  yellow  pine  of  the  Southwest  to  compete 
in  Chicago  with  the  white  pine  brought  a  compara- 
tively short  distance  from  Minnesota  and  Wiscon- 
sin.   Lumber  is  brought  from  Oregon  to  Chicago, 
a  distance  of  2240  miles,  for  40  cents  a  hundred; 
and   from   Ferguson,  S.C.,  to   Chicago,  a   distance 
of  700  miles,  for  28  cents.    All  of  these  rates  are 
adjusted  with  a  view  to  enabling  the  several  lum- 
ber-producing regions  to  obtain  such  proportions  of 
the  Chicago  lumber  business  as  the  several  sets  of 
railways  and  their  respective  customers  —  the  lumber 
manufacturers  —  have  after  much  i&ghting  agreed 
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upon  as  the  best  compromise  that  can  be  made. 
That  is,  the  rates  have  been  adjusted  on  commer- 
cial considerations  exclusively.  Similar  adjustments 
obtain  from  Oregon,  from  the  so-called  Spokane 
country,  from  Texas  and  Arkansas,  from  Louisiana, 
from  Alabama  and  from  South  Carolina,  to  the  so- 
called  treeless  States  of  the  Mississippi  Valley,'^  to 
Ohio  and  to  many  other  parts  of  the  United  States. 
Under  these  adjustments  of  rates  the  Great  Northern 
Railroad  has  built  up,  since  1890  or  thereabouts,  a 
lumber  traffic  which  now  amounts  to  four  train-loads 
a  day  across  the  Cascade  Mountains.  And  because 
that  east-bound  lumber  traffic  is  of  such  proportions 
that  the  Great  Northern  Railroad  is  absolutely  cer- 
tain of  a  return  load  of  lumber  for  every  car  that 
reaches  the  Pacific  coast  laden  with  freight  carried 
westward  from  Duluth  and  St.  Paul,  the  Great  North- 
cm  Railroad  for  some  years  past  has  been  making 
rates  on  American  manufactures  going  to  the  Orient, 
—  in  competition  with  British,  Belgian  and  Gorman 


•  Hmrimgt  he/fre  M/  C^mmime  m  ItUeraati  Cs 
Snma,  May  ii,  1905,  p.  59. 
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manufactures,  —  that  are  only  50  per  cent,  and  in 
some  cases  less  than  50  per  cent,  of  what  they  would 
be,  were  it  not  for  the  existence  of  a  back-load  in 
lumber  *  In  other  words,  the  success  with  which 
the  American  manufacturer  competes  in  Asiatic 
markets  with  the  British,  Belgian  and  German 
manufacturers  is  due  to  the  existence  of  a  limiber 
trade  between  the  Pacific  coast  and  the  territory  east 
of  the  Cascade  Mountains  —  a  trade  that  exists 
only  by  virtue  of  daily  violation  of  the  doctrine  laid 
down  by  the  Interstate  Conunerce  Conm[iission  in 
Anthony  Salt  Co.  v.  Missouri  Pacific  Railway  Co., 
and  in  numerous  other  cases,  that  no  one  may  be 
deprived  of  the  advantages  accruing  to  him  by  virtue 
of  his  geographical  position.  Had  the  timber  cutters 
of  Minnesota,  Wisconsin,  South  Carolina,  Alabama, 
Louisiana,  Texas  and  Arkansas  not  been  denied  a 
part  of  the  advantage  of  their  geographical  location, 
Oregon  would  be  sending  little,  if  any,  lumber  across 
the  Cascade  Mountains,  and  the  Suez  Canal  Com- 
pany would  not  have  been  obliged  to  lower  its  tolls 
on  January  i,  1903,  —  the  first  reduction  made  since 
1892  ;t  for  the  American  manufacturer  would  not 
be  pressing  hard  the  British,  Belgian  and  German 
manufacturers,  who  ship  to  Asiatic  ports  by  way  of 
the  Suez  Canal. 


*  The  Sun  (New  York),  June  8,  1902:  rqxnt  of  a  speech  made  it 
Chicago  by  Mr.  James  J.  Hill. 

t  Ziitschriftfuer  BinnemchiffoArt,  1902,  Heft  24. 
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In  Colorado  Fuel  and  Iron  Company  v.  The  South- 
em  Pacific  Co.^  et  al.*  the  Interstate  Commerce  Com- 
mission employed  the  distance  tariff  and  ordered 
that  the  rates  on  iron  and  steel  articles  shipped  from 
PueUo,  Colo.,  to  San  Francisco  should  not  exceed 
75  per  cent  of  the  rates  charged  from  Chicago  to  San 
Francisco.  What  tremendous  weight  the  Commis- 
sion lays  upon  the  doctrine  of  geographical  position 
b  further  revealed  in  the  fact  that  the  Commis- 
sion in  this  case  said :  ''The  offsetting  of  natural  dis- 
advantages of  a  business  at  one  place  as  compared 
to  a  like  business  at  another,  by  discrimination  in 
freight  charges,  is  inconsistent  with  the  equality 
provisions  of  the  statute.  Therefore  the  excess  of 
cost  to  the  complainant  in  manufacturing  its  products 
at  Pueblo  over  that  to  its  competitors  in  other  lo- 
calities (Joliet,  III),  by  reason  of  inferiority  of  its 
coal  and  iron  ore,  the  structure  or  condition  of  its 
plant  and  cost  of  labor,  or  other  like  causes,  is  not 
to  be  considered  in  ascertaining  the  rightful  rela- 
tive adjustment  of  rates  from  such  places,  though 
such  facts  may  emphasize  the  necessity  to  complain- 
ant's business  of  the  removal  of  undue  artificial  bar- 
riers t  added  to  natural  disadvantages." 

In  Merchants'  Union  of  Spokane  Falls  v.  The 
Sorihcm  Pacific  Railroad  Compan\\\  the  Commis- 

•  /m/rrifj/r  (V^fi/r.^  AV,V//,  V«»l.  VI. 

^  ThMt  m  fatlarr  t'  ad  u»(  rcUttvc  ratci  (>n  the  Ua»cft  of  relative  tits* 
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sion  ordered  that  the  relative  rates  from  St.  Paul  to 
Spokane  and  to  Pacific  coast  points  respectively  be 

adjusted  on  the  basis  of  the  distance 

^rS^ve^ZtAe    tariflF,  in  the  case  of  all  those  commodi- 

Basing'point  Sys-  ties  that  were  not  subject  to  ocean 

iem  in  Transcon-    competition.    It  ordered  that  the  rates 

tne        roffic      ^^^^  g^  p^^j  ^^  Spokane  should  not 

exceed  82  per  cent  of  the  rates  to  Pacific  coast  points. 
This  ruling  greatly  offended  the  cities  of  Seattle,  Ta- 
coma,  Portland  and  San  Francisco,  for  it  gave  St.  Paul, 
Chicago,  St.  Louis  and  other  eastern  cities  an  advan- 
tage over  the  Pacific  coast  cities  in  the  competition  for 
the  trade  with  Seattle  and  surrounding  territory.  It 
overthrew  the  past  adjustment  of  rates  which  had  made 
the  sum  of  the  through  rate  from  St.  Paul  to  Seattle  and 
the  local  rate  from  Seattle  back  to  Spokane  the  same 
as  the  rate  from  St.  Paul  to  Spokane — an  adjustment 
which  had  placed  on  a  footing  of  equality,  in  the  com- 
petition for  the  trade  of  Spokane,  the  merchants  of 
Spokane,  the  merchants  of  the  Pacific  coast  cities 
and  the  merchants  of  the  cities  between  the  Missouri 
River  and  the  Atlantic  seaboard. 

This  order  of  the  Commission  was  not  sustained 
in  the  federal  courts ;  *  but  Chicago,  St.  Louis  and 
other  cities  continued  the  agitation  against  the  low 
transcontinental  rates  to  the  Pacific  coast  cities. 
This  explains  the  following  despatch  from  San 
Francisco,  published  in  the  Boston  Herald  of  October 

♦  Federal  Reporter ^  Vol.  83,  p.  249. 
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24,  1899.  "The  Pacific  Coast  Jobbers'  and  Manu- 
facturers' Association  has  been  organized  in  this 
city.  ...  On  the  executive  committee  are  promi- 
nent merchants  of  this  city,  Seattle,  Tacoma,  Port- 
land, Sacramento,  Los  Angeles  and  Marysville. 

"The  new  association  wiU  endeavor  to  protect 
jobbers  on  the  Pacific  coast  from  the  competition  of 
St.  Louis  and  Chicago  firms,  and  will  ask  the  Inter- 
state Commerce  Commission  not  to  reduce  the  exist- 
ing rates  on  less  than  car-load  shipments. 

"An  attempt  wiU  also  be  made  to  secure  the  ap- 
pointment of  a  Pacific  coast  man  to  fill  the  present 
vacancy  on  the  Commission,  and  the  association  will 
favor  R.  W.  Wheeler  for  the  place." 

The  Pacific  coast  merchants  demand  that  the  trans- 
continental railways  make  a  large  difference  between 
the  rates  on  car-load  lots  and  those  on  less  than 
car-load  lots.  They  buy  their  goods  from  eastern 
manufacturers  in  car-load  lots;  and  therefore  a  rate 
discriminating  against  less  than  car-load  lots  would 
protect  them  against  the  wholesale  merchants  of  St. 
Louis,  Chicago,  Duluth  and  other  places,  who  sell 
their  merchandise  into  Pacific  coast  territory  in  less 
than  car-load  lots.  In  the  words  of  Mr.  R.  W. 
WTieeler,  whom  the  Pacific  Coast  Jobbers'  and  Manu- 
facturers' .Association  put  forward  for  appointment 
to  the  Interstate  Commerce  Commission:  "The 
{x^){>le  who  pionctTcxl  San  Francisco  did  not  go  there 
because  of  the  bc*auty  of  its  kxration,  or  because  the 
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climate  was  peculiarly  attractive.  They  went  be- 
cause of  its  commercial  possibilities.'^  They  would 
not  approve  the  transcontinental  lines  ''arbitrarily 
bestowing"  upon  St.  Louis  and  Chicago  jobbers  and 
manufactxu-ers  the  power  "to  reach  out  into  the  other 
fellow's  territory  on  the  Pacific  coast."  * 

In  November,  1902,  the  Interstate  Commerce  Com- 
mission rendered  its  opinion  in  The  Business  Meri% 
League  of  St.  Louis  v.  The  Atchison^  Topeka  and 
Santa  F6  Railway  Co.j  et  al.  In  that  suit  the  St. 
Louis  League  had  represented  some  2000  persons, 
firms  and  corporations  engaged  in  business  in  St. 
Louis  and  vicinity.  There  had  intervened  on  behalf 
of  the  complainant :  Hibbard,  Spencer,  Bartlett  and 
Co.;  Reid,  Murdoch  and  Co.;  Sprague,  Warner 
and  Co. ;  Franklin  MacVeagh  and  Co. ;  Kelly,  Maus 
and  Co. ;  and  S.  D.  Kimbark — all  of  Chicago ;  the 
Merchants'  and  Manufacturers'  Association  of  Mil- 
waukee ;  the  Kansas  City  (Mo.)  Transportation  Bu- 
reau of  Kansas ;  the  Duluth  Chamber  of  Commerce, 
and  several  others.  There  had  intervened  on  behalf 
of  the  defendants  the  Pacific  Coast  Jobbers'  and 
Manufacturers'  Association,  and  various  other  Pacific 
coast  commercial  organizations.f  The  jobbers  of  the 
Middle  West  had  alleged  that  the  transcontinental 


♦  Report  of  the  Industrial  Commission,  Vol.  IX :  testimony  of  W.  R. 
Wheeler,  representing  the  Pacific  Coast  Jobbers'  Association.  Mr. 
Wheeler's  firm  is  engaged  in  the  wholesale  hardware  trade,  at  San  Fran- 
cisco, Sacramento  and  Los  Angeles. 

t  Interstate  Commerce  Reports^  VoL  IX. 
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imilways  unjustly  discriminated  against  them  in  the 
following  ways:  by  making  a  lower  rate  to  Pacific 
coast  terminals  than  to  points  upon  the  coast  which 
are  farther  east  (for  example,  Spokane),  and  through 
which  traffic  must  pass  in  reaching  the  terminal 
points;  and  by  undue  and  unreasonable  differences 
between  car-load  and  less  than  car-load  rates.  St. 
Louis  also  alleged  that  it  was  being  subjected  to  unjust 
discrimination  by  the  fact  that  the  rate  from  New 
York  to  the  Pacific  coast  was  the  same  as  the  rate 
from  St.  Louis  to  the  Pacific  coast,  which  fact  de- 
prived St.  lA>uis  of  the  advantage  accruing  to  it  by 
virtue  of  the  circumstance  that  it  was  looo  miles 
nearer  the  Pacific  coast  than  ^^-as  New  York. 

The  Commission's  opinion  in  this  case  so  offended 
the  Pacific  coast  interests  that  in  Januar>',  1905,  the 
Manufacturers'  and  Producers'  Association  of  Cali- 
fornia laid  the  following  resolution  before  the  Com- 
mittee on  Interstate  and  Foreign  Commerce  of  the 
House  of  Representatives:  ** Whereas  the  present 
welfare  of  the  manufacturers,  producers,  wholesalers 
and  jobbers  of  the  Pacific  coast  and  the  future  growth 
and  development  of  their  various  and  varied  business 
interests  depend  largely  upon  a  system  of  rate  making 
bv  the  transcontinental  railroads,  bv  which  the  tcr- 
minal  rate  to  which  the  jobbing  and  manufacturing 
cities  of  the  coast  are  justly  entitled  by  reason  of 
water  com{H*tition  is  recognizetl :  and 

••  Whereas  determined  etlort  has  been  made  in  the 
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past  by  the  manufactxirers,  producers,  wholesalers 
and  jobbers  of  other  sections  to  do  away  with  said 
terminal  rates  to  Pacific  coast  cities,  and  substitute 
therefor  a  system  of  rates  based  on  distance  or 
mileage,  ignoring  water  competition;  and 

"Whereas  the  assistance  rendered  the  manufac- 
turers, wholesalers  and  jobbers  of  the  Pacific  coast 
by  the  transcontinental  roads  in  combating  said 
effort  to  establish  rates  based  on  distance  or  mileage 
satisfies  us  that  the  interests  of  the  coast  will  be  best 
served  by  leaving  the  authority  to  make  rates  where  it 
now  is,  in  the  hands  of  the  carriers,  who  are  familiar 
with  the  exceptional  conditions  on  the  Pacific  coast 
and  the  Northwest,  subject  to  review  by  the  Inter- 
state Commerce  Commission  upon  complaint  of  the 
shipper  who  feels  that  a  given  rate  is  wrong;  now 
therefore  be  it 

^^Resolvedy  That  the  Manufacturers'  and  Producers' 
Association  of  California,  while  expressing  the  highest 
respect  for  and  confidence  in,  personally  and  col- 
lectively, the  members  of  the  Interstate  Conmierce 
Commission,  respectfully  protest  against  any  legisla- 
tion whereby  said  Commission  would  be  given  the 
arbitrary  right  to  make  rates,  as  inexpedient  and  not 
to  the  advantage  of  business  interests  of  this  com- 
munity, and  that  we  recommend  in  lieu  thereof  that 
the  Commission  be  increased  to  seven  members  and 
that,  in  view  of  the  vast  commercial  interests  involved 
and  the  differences  governing  transportation  on  the 
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Ptetfic  coast  and  in  the  Northwest,  that  the  two  new 
members  thus  added  to  the  Commission  should  be 
appointed  one  from  the  Pacific  coast  and  one  from 
the  Northwest,  so  that  all  geographical  sections  of 
the  country  would  be  represented ;  and  be  it  further 

*' Resolved^  That  the  law  under  which  the  Commis- 
sion is  at  present  operating  is,  in  our  judgment,  a 
proper  one  if  proper  measures  arc  taken  to  expedite 
the  hearing  of  cases  upon  appeal,  which  would  con- 
template the  establishment  of  a  court  of  transporta- 
tion, whose  decision  would  be  final  except  in  cases 
where  the  constitutionality  of  the  decree  was  ques- 
tioned/' 

On  January  17, 1905,  Mr.  G.  W.  Smith  laid  before 
the  Committee  on  Interstate  and  Foreign  Commerce 

7%g  Cimirmi  iVesi  ^'  ^^  Housc  of  Representatives  a 
^tm$amds  DisiamcM  report  made  to  the  New  York  Board 
Tmrtf/or  SmuM-^  of  Trade  and  Transportation  by  that 
*^    ''  body's  committee  on   railway  trans- 

portatbn.  The  report  dealt  among  other  things  with 
the  proposal,  contained  in  the  Quarlcs-Coopcr  Bill,  to 
give  the  Interstate  Commerce  Commission  power  ''to 
prescribe  the  just  relation  of  rates  to  or  from  common 
points."  It  objected  to  giving  the  Commission  such 
power,  because  that  body  had  refused  to  declare 
illegal  the  practice  of  granting  to  Philadelphia,  Balti- 
more and  the  other  Atlantic  and  Gulf  ports  differen- 
tials as  against  New  York.  It  said  the  Commission 
had  been  "actuated  by  a  revolutionary  sentiment," 
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when  it  had  declared  that  ''it  would  be  in  accordance 
neither  with  the  theory  of  our  institutions  nor  with  the 
history  of  the  development  of  our  nation  to  permit  any 
one  port  upon  our  vast  extent  of  seacoast  to  monopo- 
lize the  trade  with  foreign  nations.  Rather  does  this 
recognize  it  as  the  policy  of  our  Government  that 
its  foreign  conmierce  should  be  distributed  betwe^ 
various  ports." 

The  Report  continues:  "In  like  manner  the  Com- 
mission in  the  Maocimum  Rate  Case*  assimied  to 
adjust  the  relation  of  rates  then  existing  between 
Chicago  and  the  South  and  New  York  and  the 
South.  The  complaint  in  this  latter  case  was  made 
by  the  Chicago  and  Cincinnati  freight  bureaus  that 
rates  to  the  South  from  these  points  were  not  *  in  just 
relation '  to  rates  from  New  York  to  the  same  south- 
em  points.  The  Commission  in  this  case,  acting 
upon  the  principle  enunciated  by  them  and  quoted 
above,  ruled  against  New  York  and  ordered  an  ad- 
justment of  rates  which  would  give  Chicago  jobbers 
a  better  chance  to  take  from  New  York  her  southern 
trade.  This  being  the  most  important  case  in  which 
the  Commission  attempted  to  exercise  this  power, 
it  was  appealed  to  the  United  States  Supreme  Court, 
and  the  action  of  the  Commission  was  made  void 
and  the  power  of  the  Commission  denied.  There- 
upon,  the  Quarles-Cooper  BUI  was  drafted.    The 

•  Interstate  Commerce  KeportStWoV  VI;  Freight  Bureau  of  the  Cincin' 
nati  Chamber  of  Commerce  v.  The  Cincinnati^  New  Orleans  and  Texas 
Pacific  RaitvHsy  Co.,  et  at. 
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geographical  area  from  whence  this  bill  gets  its  chief 
support  is  clearly  defined." 

The  last  paragraph  is  a  reference  to  the  order  made 
by  the  Commission  in  May,  1894,  which  made  speci- 
fied reductions  in  the  rates  charged  in  the  past  from 
Chicago  and  Cincinnati  to  Kjioxville,  Chattanooga, 
Rome,  Atlanta,  Meridian,  Birmingham,  Armiston 
and  Selma.  The  Commission's  order  also  had  di- 
rected the  railways  "to  further  readjust  their  tariffs 
of  rates  and  charges,  so  that  .  .  .  rates  .  .  .  from 
Cincinnati  and  Chicago  to  southern  points  other  than 
those  hereinabove  specified  shall  be  in  due  and  proper 
relation  to  rates  put  into  effect  by  said  defendants 
in  compliance  with  the  provisions  of  this  order." 
The  object  of  the  order,  which  fixed  the  new  rates 
in  a  general  way  on  the  distance  or  mileage  basis, 
was  to  relieve  Cincinnati,  Chicago  and  contiguous 
territory  from  the  "undue  prejudice"  to  which  it 
had  been  subjected  in  the  past,  in  the  estimation  of 
the  Commission,  in  consequence  of  the  division, 
made  in  1878,  of  the  trade  of  the  territory  south  of 
the  Ohio  and  Potomac  between  the  Central  West  and 
the  Atlantic  seaboard  respectively.  As  that  regu- 
lation of  interstate  traffic  has  been  described  in  a  pre- 
vious chapter,  it  suffices  to  say  merely  that  it  was 
modified  from  time  to  time,  with  the  development  of 
manufacturing  industries  in  the  Central  West;  and 
that,  in  consequence  of  those  modifications,  Mr.  E. 
P.  Wilson,  Secretary  of  the  Cincinnati  Board  of 
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Trade  and  various  other  Ohio  commercial  organiza- 
tions, was  able  to  say,  in  1900:  "The  Northwest 
(Chicago)  and  the  immediate  North  (Cincinnati) 
are  gaining  on  that  business  all  the  time,  but  they  are 
gaining  in  spite  of  discriminations  in  favor  of  the 
Northeast"  (the  Atlantic  seaboard)  * 

In  the  course  of  a  discussion  of  this  order,  made 
by  the  Interstate  Commerce  Commission  in  1894, 
Mr.  Walker  D.  Hines,  formerly  Vice-President  of  the 
Louisville  and  Nashville  Railroad,  said,  in  April, 
1905 :t  "Cincinnati  and  Chicago  in  that  particular 
matter  were  interested  in  a  fight  against  the  eastern 
cities.  Their  interest  (so  far)  was  the  same.  But 
if  those  rates  had  ever  gone  into  effect,  Cincinnati 
would  have  discovered  that  its  interests  had  been 
very  materially  affected  by  that  order,  because  under 
the  existing  rate  adjustment  there  was  an  established 
basis  of  difference  between  Chicago  and  Cincinnati 
to  those  points  in  the  South  to  which  they  were  both 
selling.  This  order  changed  that  adjustment  in  sev- 
eral particulars  in  favor  of  Chicago  as  against  Cin- 
cinnati. There  had  been  no  hearing  of  the  relative 
rights  of  these  two  communities,  no  contest  between 
them ;  but  this  order  changed  it,  and  the  thing  would 
then  have  come  up.  As  to  Meridian,  Ala.,  the  prior 
rates  from  Chicago  on  first  class  matter  had  bec^  12 

*  Report  of  the  Industrial  CommUsion  on  TransporiaHcnt  1901, 
VoL  IX,  p.  695. 

t  Hearinp  before  the  Committee  on  Interstate  Commerce^  United  States 
Senate,  April  26,  1905. 
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cents  higher  than  the  rates  from  Cincinnati.  This 
order  made  them  the  same.  That  would  have 
stirred  up  a  row  between  Chicago  and  Cincinnati. 
As  to  Selma,  the  rates  before  had  been  30  cents 
higher  from  Chicago,  and  this  made  them  20  cents 
higher  —  a  10  cent  reduction  in  favor  of  Chicago, 
which  would  have  been  very  unsatisfactory  to  Cin- 
cinnati. At  Birmingham  there  was  a  change  in  the 
differential  from  30  cents  to  24.  All  those  points 
had  not  been  considered,  but  under  such  a  bill  as 
the  Townsend  Bill  these  rates  of  the  Commission 
would  have  gone  into  effect  in  30  days,  before  they 
could  possibly  have  been  considered,  and  then  the 
Commission  would  have  been  besieged  with  demands 
to  restore  the  old  status  against  which  there  had  been 
no  complaint ;  but  on  account  of  the  bigness  of  the 
subject,  things  of  that  sort  would  be  inevitable. 

'•Now,  it  did  not  stop  there.  .  .  .  For  example, 
Atlanta  and  Rome  had  the  same  rate  from  Chicago, 
and  the  same  rate  from  Cincinnati.  .  .  .  This  order 
gave  Rome  a  rate  of  75  cents  from  Cincinnati,  and 
Atlanta  a  rate  of  86  cents.*  That  is  a  very  important 
difference.  .  .  . 

''To  take  another  illustration:  the  cities  of  Knox- 
villc  and  Chattanooga  arc  lx)th  in  Tennessee,  lx>th 
important  distributing  points.  For  many  years  they 
had  been  on  exactly  the  s:ime  Ixisis  as  n-ganls  freights 

*  Frcm  (liirai^i  the  ('timmiwioncr't  tmlcr  made  the  rmin  tu  Knme  And 
lo  AtUaU,  rcsiicvtivcly,  114  ccoU  aod  IJ6  ccnu. 
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from  Cincinnati  and  Chicago,  without  any  contest 
or  claim  that  there  was  an  unjust  discriminatkn 
as  between  them.  The  Commission  changed  those 
rates  and  gave  Knoxville  the  benefit  of  7  cents  on  first 
class  freights  and  a  corresponding  benefit  all  the  way 
through." 

Let  us  consider  another  aspect  of  this  order  issued 
by  the  Commission  in  1894.  In  January,  1905,  Mr. 
Samuel  Spencer,  President  of  the  Southern  Railway 
Co.,  testified  before  the  Committee  on  Interstate  and 
Foreign  Commerce  of  the  House  of  Representatives, 
that  the  enforcement  of  the  order  would  have  neces- 
sitated the  readjustment  of  2000  rates.  Mr.  H.  L. 
Bond,  Jr.,  Second  Vice-President  of  the  Baltimore 
and  Ohio,  added :  "I  have  the  estimate  of  the  traflSc 
officers  of  some  of  the  southern  roads  —  informal, 
of  course  —  that  that  order  would  have  meant  a  loss 
of  revenue  of  at  least  $3,000,000  a  year;  or,  let  us 
say,  it  would  have  destroyed  the  borrowing  power  of 
these  railroads  to  the  extent  of  $50,000,000  .  .  . 
this  order  was  passed,  as  you  will  remember,  in 
1894,  when  these  railroads  were  flat  on  their  backs 
and  a  large  part  of  the  mileage  of  the  present  South- 
em  Railway  was  in  the  hands  of  receivers." 

Had  this  order  been  enforced,  the  position  of  the 
manufacturers  and  merchants  of  Chicago  would  have 
been  improved,  at  the  expense  of  the  manufactxu'ers 
and  merchants  of  the  Atlantic  seaboard  and  of  Cin- 
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cinnati.  The  relative  positions  of  the  many  cities 
south  of  the  Ohio  and  Potomac  would  have  been 
changed;  and  no  one  could  undertake  to  say 
whether  the  final  result  would  have  been  the  attain- 
ment of  more  substantial  justice  than  had  been  at- 
tained under  the  original  adjustment  of  rates.  But 
the  producers  south  of  the  Ohio  and  Potomac  would 
have  been  injured,  for  the  enforcement  of  the  Com- 
mission's order  would  have  curtailed  the  expendi- 
ture of  money  in  the  southern  territory  for  the  purpose 
of  improving  the  existing  railways  and  the  build- 
ing of  extensions.  Who  shall  say  that  the  damage 
done  to  the  southern  producers  would  not  have  out- 
weighed the  benefit  conferred  upon  the  merchants 
and  manufacturers  of  Chicago  ? 

There  is  still  another  aspect  of  this  case.  The 
Commission  in  a  general  way  had  fixed  the  rates  in 
question  on  a  mileage  basis,  though  there  had  been 
the  usual  and  considerable  admixture  of  guessing. 
Chicago,  however,  has  another  controversy  on  its 
hands.  "  Recently  the  Gulf  ports  have  been  invading 
the  grain-raising  section  of  ELansas  and  securing  a 
large  export  business  which  formerly  had  passed 
through  Chicago.  As  a  consequence,  complaints 
long  and  loud  have  been  heard  in  protest  of  this  '  in- 
vasion of  a  territory  which  of  right  belongs  to  Chi- 
cago.'"* If  the  Interstate  Commerce  Commission 
should  be  given  power  to  fix  rates,  and  should  then 

*  TJU  Raihoay  Age^  yUy  19,  1905. 
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be  called  upon  to  exercise  that  power  in  settling  this 
controversy,  it  would  be  bound  to  rule  against  Chi- 
cago; for  the  Gulf  ports  have    the  advantage  of 
Chicago  and  the  Atlantic  ports,  in  the  matter  of  rela- 
tive distances,  as  well  as  in  the  matter  of  "  back-haul." 
The  movement  of  lumber  from  Chicago  to  Kansas 
is  on  the  wane,  but  the  movement  of  lumber  from 
the  Gulf  States  to  Kansas  is  on  the  increase.     To 
repeat,  the  Commission  would  have  to  rule  against 
Chicago  in  this  controversy,  imless,  indeed,  the  Com- 
mission is  to  have  the  power  to  make  one  law  for  the 
settlement  of  disputes  between  Chicago  and  the  Atlan- 
tic seaboard  cities,  as  regards  traffic  with  the  South, 
and  a  totally  diflFerent  law  for  the  settlement  of  dis- 
putes between  Chicago  and  the  Gulf  ports.     If  the 
Commission  is  to  have  that  power,  then  we  shall 
cease  to  have  a  government  of  laws  and  shall  have 
a  government  of  men ;  our  interstate  conmierce  will 
cease  to  be  regulated  in  accordance  with  the  law  and 
will  come  to  be  regulated  through  the  dispensing 
power  of  the  Interstate  Commerce  Commission .   That 
means  dependence  upon  the  dispensing  power  of  a 
political  body ;  for  the  Act  to  Regulate  Conmierce, 
which  established  the  Interstate  Commerce  Conmiis- 
sion,  expressly  states:  "Not  more  than  three  of  the 
Commissioners  shall  be  appointed  from  the  same  po- 
litical party/'  In  other  words,  the  original  act  formally 
recognizes  the  danger  that  the  Interstate  Conmierce 
Commission  maybe  swayed  by  political  considerations. 
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Some  time  in  the  latter  seventies  or  early  eighties, 
the  railways  leading  from  Missouri  and  Kansas  into 
Ummfimi  tf      Texas  established  a  rate  on  wheat 
ditptmamg FimMT   which  was   IS  to  20  cents  per  lOO 
^  "■*■  pounds  less  than  the  rate  on  6our. 

This  they  did  for  the  purpose  of  encouraging  flour* 
milling  in  Texas,  an  infant  industry.  As  the  Texas 
mills  grew  stronger  and  better  able  to  meet  the  compe- 
tition of  the  Missouri  and  Kansas  mills,  the  railwa\'s 
gradually  lowered  the  differential  in  favor  of  wheat ; 
and  finally,  in  1884,  brought  it  down  to  5  cents  a  100 
pounds,  after  consultation  with  the  millers  and  wheat 
growers  of  Texas,  on  the  one  hand,  and  the  millers  of 
Kansas  and  Missouri,  on  the  other.  In  1890^  the 
Kauffman  Milling  Co.  of  St.  Louis  complained  to  the 
Interstate  Commerce  Commission  that  the  differen- 
tial in  question  subjected  it  to  undue  and  unreasonable 
prejudice  and  disadvantage.  In  this  case  the  argu- 
ment of  the  Commission  was  based  almost  exclu- 
sively upon  a  discussion  of  the  trade  conditions  and 
special  circumstances  existing  in  Kansas  and  Missouri, 
as  compared  with  Texas.  I^ooking  at  the  matter 
from  '^a  purely  commercial  standpoint,"  the  Com- 
mission said:  ''The  general  effect  of  the  differ 
ential  seems  only  to  be  to  place  the  competitive  milling 
interests  upon  a  substantial  parity.  Both  interests 
undoubtedly  make  less  profit  and  have  less  business 

•  imHrtitii  C^maurft  Rtf^ri^  Vol.  IV;  Kmtfmmm  Miiliimi  C0,  t.  Tkt 
Mitmmvi  Fm€ifU  Kmihm^f  C0,  tt  mi. 
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than  if  the  competitors  of  either  did  not  exist,  but  the 
question  is  not  whether  either  of  the  parties  shall  have 
a  monopoly  of  the  business  and  therefore  higher 
profits,  but  whether,  as  both  legitimately  exist  and 
have  lawful  right  to  pursue  the  business  in  which  they 
are  engaged,  they  shall  be  put  upon  a  substantial 
footing  of  equality  by  an  arrangement  that  allows 
some  profit  to  both  and  enables  them  to  compete  on 
relatively  equal  terms.  .  .  . 

"The  conclusions  reached  in  this  case  apply  only 
to  the  situation  existing  at  the  present  time  in  the  ter- 
ritory in  question,  and  are  not  intended  to  lay  down 
any  permanent  rule  for  the  future,  or  to  be  applied  in 
any  other  territory. 

"The  case  is  disposed  of  with  a  view  to  what  is  best 
for  the  public  interests  immediately  concerned,  and 
upon  facts  found  to  exist  rather  than  upon  theories 
of  transportation.  No  question  of  general  policy  is 
involved.  An  exceptional  condition  only  is  presented 
with  relative  rates  adapted  to  the  condition,  and  a 
sudden  change  in  the  relations  of  these  rates  could 
scarcely  fail  to  be  injurious  to  important  vested 
interests.  ..." 

In  an  earlier  part  of  the  opinion  the  Commission 
had  said:  "The  case  is  altogether  peculiar.  Origi- 
nally brought  by  millers  of  St.  Louis  against  certain 
carriers  engaged  in  transporting  wheat  and  wheat- 
flour  into  Texas,  it  in  fact  represents  the  milling  inter- 
ests of  Missouri  and  Kansas,  and,  by  the  intervention 
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of  the  millers  of  Texas,  has  broadened  into  a  con- 
troversy between  the  first-named  millers,  on  the  one 
hand,  and  the  last-named  millers,  on  the  other  hand. 
The  carriers  that  are  nominal  respondents  upon  the 
record,  in  the  main,  support  the  contention  of  the 
Texas  millers." 

In  a  vigorous  dissenting  opinion,  Commissioner 
Morrison  said:  ''The  decision  is  made  in  considera- 
tion of  the  advantages  resulting  to  Missouri  and 
Kansas  mills,  from  their  location  in  or  near  the  wheat- 
producing  region,  from  which  Texas  mills  also  draw 
a  large  part  of  their  wheat  supply,  at  a  cost  much  in- 
creased by  the  higher  transportation  charges  which 
it  must  pay.  In  declaring  this  higher  rate  on  flour 
lawful,  the  Commission  assumes  to  put  the  millers 
of  Texas  on  a  'parity'  with  their  competitors  in  the 
Texas  markets,  by  depriving  Missouri  and  Kansas 
millers  of  whatever  advantage  they  have  in  their 
favorable  location. 

"  In  a  recent  case  ♦  the  Commission  said  substan- 
tially, and  I  think  correctly,  that  while  the  law  forbids 
discriminations  that  are  unjust,  it  does  not  justify 
deviation  from  a  just  and  reasonable  rate  to  equalize 
advantages  of  geographical  location  as  between 
western  and  eastern  millers.  In  my  opinion  such  a 
deviation  would  be  equally  unjustifiable  to  equalize 


•  tmUriUtt  Cummer Kt  Rtfortt^  Vul.  IV;    //.  amJ H,  BaUt,Jr^f.  Th» 
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advantages   of   geographical    location    as   between 
western  and  southwestern  millers. 

''The  milling  capacity  of  many  of  the  States  and 
of  the  United  States  is  excessive.    Texas,  like  many 
other  States,  has  mills  to  grind  more  wheat  than  it 
produces.    Its  people  produce,  or  did  last  year,  half 
the  wheat  they  used,  and  this  with  half  as  much  more 
they  made  into  flour.    They  get  some  flour  from 
mills  east  of  the  Mississippi  River,  and  make  double 
as  much  more  in  their  own  mills  from  their  own  wheat 
as  they  get  from  Kansas  and  Missouri.    The  ad- 
vantages resulting  from  the  location  of  mills  near 
wheat  supplies  is  thus  shown  to  be  with  Texas  mil- 
lers in  the  manufacture  of  one-half  and  with  Missouri 
and  Kansas  millers  of  but  one-fourth  of  the  flour  sold 
in  Texas.     If,  therefore,  the  advantages  or  disad- 
vantages resulting  from  the  greater  or  less  prudence 
with  which  citizens  of  respective  States  locate  their 
business  establishments  are  to  be  equalized  by  the 
roads   in    the   adjustment    of   rates,    and    this   by 
authority  of  a  regulating  Commission,  then  lower 
rates  should  be  given  to  Kansas  millers  to  compen- 
sate them  for  the  advantage  their  competitors  have 
in  the  use  of  Texas  wheat  in  producing  flour  for  the 
Texas  market. 

"The  right  to  have  disadvantages  resulting  from 
the  location  of  mills  and  business  establishments  re- 
moved or  equalized  by  the  imposition  of  transporta* 
tion  charges,  if  conceded  at  all,  cannot  end  with  such 
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as  are  local  to  any  one  State,  but  belongs  as  well  to 
all  the  States,  and  is  as  applicable  to  other  industries 
as  to  milling.  If  flour  milling  of  Texas  must  be  pro- 
tected by  an  increased  rate  of  5  cents  on  flour  brought 
from  other  States,  milling  east  of  Ohio  must  have 
like  protection,  though  it  wfll  increase  the  cost  of  the 
bread  of  millions  there  as  it  does  in  Texas. 

'*  When  this  rule  of  regulation  is  applied,  as  it  must 
be,  to  other  industries  than  milling,  the  makers  of 
sugar  in  Texas  and  Louisiana,  advantageously  located 
for  economic  production,  will  be  required  to  pay  such 
high  rates  on  sugar  as  will  enable  the  Kansas  grower 
of  sorgham  to  compete  on  equally  profitable  terms, 
in  the  sale  of  sugar,  in  the  Kansas  market.  In  such 
endeavor  to  protect  disadvantageously  located  indus- 
tries, through  increased  rates  and  charges,  the  Com- 
mission will  scarcely  have  occasion  to  use  its  powers 
of  regulation,  for  whatever  this  Commission  may 
authorize  the  roads  to  do,  they  may  lawfully  do 
without  its  authority. 

''A  scheme  of  regulation,  with  the  object  of  equal- 
izing ad\'antages  of  location,  is  practically  without 
limit,  if  not  impossible  of  execution.  In  the  case 
under  consideration,  it  is  proven  that  millers  of  Mis- 
souri and  Kansas,  with  the  same  rates  on  flour,  do 
not  compete  in  the  Texas  flour  market  on  equal 
terms,  for  the  reason  that  Kansas  mills  are  more 
advantagi*(jusly  l(K'ate<l,  in  having  wheat  so  near 
at  hand  that  their  cost  of  transportation  is  small,  in 
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comparison  with  that  paid  by  Missouri  miUeis. 
The  ruling  of  this  Commission  will  require  that  the 
'trade  conditions'  in  this  and  every  such  case  shall 
be  equalized  by  a  higher  rate  on  Kjinsa^  than  on 
Missouri  flour." 

There  is  no  doubt  that  the  dissenting  opinioii 
of  Commissioner  Morrison  construed   the  Act  to 

Regulate  Commerce  as  it  had  htsm 
'^^^^Li^v    construed    by    the    Commission  up 

to  that  time,  and  as  it  has  been 
construed  by  the  Commission  since  then.  There- 
fore the  ruling  of  the  majority,  that  this  case  must  be 
decided  "upon  the  facts  found  to  exist  rather  than 
upon  theories  of  transportation"  thus  far  employed 
by  the  Commission  in  interpreting  the  law,  is  not 
only  disquieting,  but  positively  alarming.  For  it 
foreshadows  the  possibility  of  a  condition  of  aff^s 
under  which  the  interstate  commerce  of  the  United 
States  shall  be  regulated,  not  in  accordance  with  the 
law,  but  through  the  dispensing  power  of  the  Inter- 
state Commerce  Commission.  It  foreshadows  the 
time  when  we  shall  be  doing  in  the  United  States 
what  Prussia  did  in  AprU,  1894,  when  it  bought  the 
votes  of  the  representatives  from  Saxony,  Bavaria, 
Wuertembeig  and  Baden, — in  the  Imperial  Reichstag, 
as  well  as  in  the  Federal  Council,  —  bought  them  bf 
abrogating  the  freight  rates  which  had  permitted  tlK 
grain  of  eastern  Germany  to  find  a  market  in  middle 
Germany  and  in  western  and  southwestern  Germany. 
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It  foreshadows  the  time  when  we  shall  be  doing  in 
the  United  States  what  every  successive  French  Gov- 
ernment does,  when  it  refuses  to  incur  the  hostility 
of  powerful  trade  interests  by  overthrowing  that  tra- 
dition under  which  the  Administration  refuses  to 
sanction  a  railway  rate  that  shall  be  less  than  20  per 
cent  in  excess  of  the  rate  made  upon  the  competing 
waterways.  It  foreshadows  the  time  when  we  shall 
be  doing  in  the  United  States  what  every  successive 
Australian  Government  does,  when  it  declines  to 
offend  the  powerful  seaboard  cities  by  making  railway 
rates  which  shall  put  an  end  to  that  concentration  of 
trade,  industry  and  population  that  constitutes  "  the 
curse  of  Australia." 

Returning  once  more  to  the  KaufTman  Milling  case 
and  the  Interstate  Commerce  Commission's  conclu- 
sion that  the  case  must  be  decided  on  the  facts  found 
to  exbt,  rather  than  on  transportation  theories, 
since  the  controversy  had  "broadened  into  a  contro- 
versy  between  the  Kansas  and  Missouri  millers  on 
the  one  hand,  and  the  Texas  millers  on  the  other 
hand,''  we  find  that  at  the  ven'  moment  when  the 
Commission  was  framing  its  opinion,  there  was  going 
on  in  Texas  an  agitation  for  a  State  Railnxid  Com- 
mission. We  notice  that  one  of  the  princijxil  reasons 
why  the  |KM)ple  of  Texas  were  dt-manding  a  State 
Commission,  with  thr  |M)\vfr  to  makr  intrastate  rates. 
was  thedi-sirf  that  th.il  [M»wtr  shtniM  1m'  um'<1  for  tli'* 
puqjose  of  proltTlini^  tlu-  imiurilries  and  thr  jobbing 
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trade  of  Texas  against  competition  from  the  remaining 
States  of  the  Union.    We  discover  that  a  State  Com- 
mission was  established  in  1891,  a  few  months  after 
the  Federal  Commission  had  rendered  its  opinion. 
We  learn  from  the  very  first  annual  report  of  that 
Commission,  the  report  for  the  year  ending  with 
June,  1892,  that  the  Commission  immediately  after 
taking  office  reduced  and  otherwise  changed  many 
intrastate  rates,  for  the  purpose  of  stimulating  pro- 
duction within  the  State  —  that  is,  for  the  purpose 
of  curtailing  imports  from  other  States.     It  made 
reductions  in  the  intrastate  rates  on  grain,  cotton, 
lumber,    live    stock,    salt,    cottonseed,    coal,    lime, 
cement,  etc. 

The  Commission  reported  that  the  reductions  in  the 
rates  on  grain  had  led  to  the  building  of  flour-mills 
and  elevators  in  Texas,  and  had  "saved  us  the  ex- 
pense of  transporting  wheat  to  Missouri  and  Kansas 
and  bringing  back  the  flour  " ;  that  the  reductions 
made  in  the  intrastate  rates  on  salt  had  "caused  a 
large  increase  in  the  manufacture  of  salt  in  all  parts 
of  the  State  —  under  the  old  system  of  rates  salt  was 
shipped  into  large  areas  of  the  State  from  Kansas 
and  Michigan  at  lower  rates  than  from  the  salt 
manufactories  of  Texas  to  the  same  points."  In 
other  words,  had  it  not  been  for  the  fact  that  the 
Interstate  Commerce  Commission  decided  to  judge 
the  case  under  consideration  "upon  the  facts  found 
to  exist  rather  than  upon  theories  of  transportation," 
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t  people  of  the  United  States  would  have  witnessed 
t  spectacle  of  the  Texas  State  Railroad  Commission 
emiling  the  Interstate  Commerce  Commission  of 
t  United  States. 


CHAPTER  IX 


THE   PORT   DIFFERENTIALS 


The  foregoing  review  of  the  decisions  of  the  In- 
terstate Commerce  Commission  has  shown  that  the 
Commission  has  condemned  all  but  one  of  the  rate 
practices  by  means  of  which  the  railways  have  made 
themselves  the  most  powerful  single  factor  in  the 
development  of  the  resources,  industry  and  trade  of 
our  country.    That  single  exception  was  the  approval 
of  the  practice  of  giving  Philadelphia,  Baltimore  and 
the  other  northern  Atlantic  ports  diflFerentials  which 
permitted  those  ports  to  become  competitors  of  New 
York  City  in  the  export  of  agricultural  products  and 
of  manufactures.     It  is  important  to  note  that  that 
approval  came  after  the  Supreme  Court  had  com- 
pletely reversed  the  Commission  in  Interstate  Com- 
merce Commission  v.  Texas  and  Pacific  Railway  Co.* 
and   Interstate   Commerce  Commission  v.  Alabama 
Midland    Railway  Co.,f    and    had   instructed    the 
Commission  that   the  Act  to  Regulate  Commerce 
was  enacted  for  the  purpose  of  promoting  trade, 
not  for  the  purpose  of  throttling  it.    In  the  interpre- 

♦  162  u.  s.  197.  1 168  u.  S.  144. 
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U&tion  of  that  Act,  the  Court  had  said  that  due  con- 
sideration must  be  given  to  all  the  interests  affected 
and  that  attention  must  not  be  fixed  exclusively  upon 
the  interest  represented  by  the  complainant. 

In  1898,  and  again  in  1905,  the  Commission  took  up 
this  question  of  port  differentials  *  which,  since  1876, 
^  ^  .  .  ,  had  been  an  object  of  constant  dis- 
Cms  0/Sert'ki  putc  between  the  several  ports  and  the 
Tk€0ry  brioks  several  groups  of  railways.  In  each 
^■^^  case  the   Commission  reported  that 

it  had  '*  endeavored  to  find  some  fundamental  prin- 
ciple by  the  application  of  which  this  dispute  might 
be  laid  at  rest,  but  entirely  without  success.*'  It 
said  that  each  one  of  the  parties  to  the  dispute  — 
namely.  New  York,  Boston,  Philadelphia  and  Balti- 
more—  was  a  seaport,  and  as  such  was  '*  entitled  to 
participate  in  the  export  busine&s,  and  the  public  in- 
terest required  that  that  right  should  be  recognized." 
That  right  could  not  be  conserved  under  the  appli- 
cation of  the  doctrine  that  rates  must  be  Ixised  on  cost 
of  ser\'ice,  or  under  the  application  of  the  doctrine 
that  to  each  port  must  be  secured  the  advantages 
accruing  to  it  by  virtue  of  its  geographical  position 
or  by  virtue  of  any  other  advantage,  natural  or 
acquired.  On  the  contrary,  that  right  could  be  con- 
served only  on  the  basis  of  denying  the   right  of 

*  AVv  VtHrk  Pttkimci  Knkanfft  w  Haltim^e  and  Okio  Railread 
Ca  ti  4ti.*  in  tmitrstati  Comtmtne  Reports^  Vol.  Vll ;  and  /«  tkt 
Mmittr  0/  Ihfftrtntioi  Fntghi  Rata  to  and  from  Xorik  AtUmtk 
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a  port  to  the  full  enjoyment  of  its  natural  or 
acquired  advantages,  and  of  seeking  to  ''  equalize" 
the  advantages  and  disadvantages  of  the  sev- 
eral ports.  The  Commission  expressly  said  "the 
thing  to  be  equalized  was  not  the  rate  but  the 
advantages  of  transportation  through  the  several 
ports."  In  other  words,  the  Commission  found 
that,  if  the  total  rail  and  ocean  charge,  from  (say) 
Chicago  to  Liverpool,  should  be  made  the  same 
through  the  several  ports,  Philadelphia  and  Balti- 
more would  be  unable  to  hold  their  own  against 
New  York.  This  would  follow  because  New  York 
had  certain  advantages  which  would  make  shippers 
unwilling  to  export  by  way  of  Philadelphia  and 
Baltimore  unless  the  total  rail  and  ocean  charge 
should  be  less  by  way  of  the  latter  ports.  These 
advantages  of  New  York  were :  lower  ocean  insur- 
ance charges,  quicker  and  more  reliable  service 
arising  from  more  frequent  sailings,  the  ability  to 
reach  a  greater  number  of  European  ports  on  regular 
lines  from  New  York  than  from  Philadelphia  and 
Baltimore,  and  superior  banking  facilities  at  New 
York,  as  well  as  better  storage  facilities  for  grain. 

The  Commission  expressly  declined  to  give  any 
weight  to  the  argument  advanced  by  New  York  that 
the  diflFerentials  "forced  traffic  out  of  natural  chan- 
nels into  unnatural  and  more  expensive  ones,  and 
that  the  final  effect  is  to  impose  an  enormous  burden 
on  the  public."    The  Commission  said:  "To  decree 
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that  the  traffic  should  always  move  by  the  cheapest 
route  would  be  to  entirely  eliminate  competition, 
which,  within  reasonable  bounds,  is  for  the  interest 
of  the  general  public."  Coming  finally  to  consider 
how  the  various  advantages  and  disadvantages  of 
the  several  ports  were  to  be  equalized,  the  Com- 
mission said:  **The  elements  which  enter  into  this 
problem  are  so  various  and  so  complex  that  it  is 
manifestly  impossible  by  any  a  priori  process  of 
reasoning  to  determine  what  inland  differential  will 
equalize  all  these  advantages  and  disadvantages. 
This  was  the  conclusion  of  Mr.  Fink  [in  1881],  of 
the  Advisory  Commission*  [in  1882],  of  this  [Inter- 
state Commerce]  Commission  upon  the  former 
investigation  [in  1898].  It  is  our  conclusion  now 
[1905].  The  best  that  can  be  done  is  to  examine 
the  effect  of  these  differentials." 

In  other  words,  the  best  thing,  and  the  only  thing, 
that  could  be  done  was  to  ascertain  the  proportion  in 
which  the  export  business  divided  itself  among  the 
several  ports  under  the  free  play  of  competition  — 
that  is,  during  a  rate  war,  —  to  accept  that  propor- 
tion as  indicative  of  the  ability  of  the  several  ports 
to  bid  for  business  and  as  doing  substantial  justice 
to  all  the  parties  concerned,  and  then  to  seek  to  fix 
the  differentials  in  such  a  way  that  the  export  busi- 

am  ,'IJ:t\.*rv  <  .-ffim:iir'H  n  /';/'>//'«//.;.' A*.;// »  *»  /Ctt/rsti/^  Sff.t^fm 
the  H'ftf  ,tnJ  thf  >f.i^  -.if  J.  xt\>x\\\^v^\  \\\  //a;'/»;^'i  ^ff^^tf  tnr  <  »w- 
miitee  c»n  InSetstxitc  c  ."/"/<*'.  ^.  L  niU.!  ^tMd  S<nAte^  April  :;.  i«yo5 
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ness  under  the  operation  of  those  differentials  would 
divide  itself  among  the  several  ports  in  the  propor- 
tions that  had  obtained  during  the  rate  war  —  that 
is,  under  the  free  play  of  the  competitive  forces  of 
trade  and  transportation.  To  quote  the  Commission 
once  more:  "The  Act  to  Regulate  Commerce  does 
not  aim  to  fetter  competition,  nor  interfere  with  the 
natural  flow  of  trade  and  commerce.  One  cardinal 
object  of  that  act  was  to  secure  perfect  freedom  of 
competition  among  the  carriers  themselves.  It  is 
only  when  that  competition  becomes  tyrannical,  so 
to  speak,  when  in  the  competitive  struggle  localities, 
commodities,  individuals  are  in  danger  of  being 
crushed,  that  the  law  steps  in.  .  .  .  If  anything  of 
that  sort  were  apparent,  if  there  seemed  to  be  any- 
thing arbitrary,  anything  imreasonable,  any  undue 
preference  against  this  locality  or  this  species  of 
traffic,  it  would  be  our  duty  to  correct  it.  But  there 
is  nothing  of  that  kind  and  we  can  do  no  better 
than  to  leave  this  matter  where  competition  has 
left  it." 

To  repeat,  in  the  single  instance  in  which  the  Com- 
mission judged  an  American  rate  practice  on  the 
principle  that  the  public  interest  demanded  that 
competition  between  rival  markets  and  producing 
centres  be  promoted,  not  thwarted,  the  Commission 
was  compelled  to  abandon  the  doctrine  that  railway 
rates  must  be  based  on  cost  of  service,  and  was 
obliged  to  confess  that  it  could  find  no  "  fundamental 
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principle  by  the  application  of  which  might  be  laid 
at  rest"  the  disputes  between  rival  producing  and 
distributing  centres.  The  Commission  was  obliged 
to  confess  that  competition  alone  could  settle  those 
disputes,  and  that  the  supervising  or  regulating  pub- 
lic authority  could  do  no  more  than  see  to  it  that 
the  compromises  resulting  from  the  free  play  of  the 
competitive  forces  of  trade  and  transportation  were 
made  with  intelligence  and  in  good  faith. 

In  1905  the  Commission  took  up  the  question  of 
the  port  differentials,  not  by  virtue  of  its  powers 
under  the  Act  to  Regulate  Commerce,  but  upon  the 
request  of  the  several  railways  and  seaboard  cities 
that  the  Commission  act  as  arbitrator  between  them. 
The  Commission  found  that  the  existing  differentials 
did  not  constitute  an  unreasonable  and  unlawful 
discrimination ;  but  it  none  the  less  modified  some 
of  the  differentials  somewhat,  on  the  assumption 
that  the  fact  that  it  was  acting  as  arbitrator  gave  it 
somewhat  greater  discretionar)'  power  than  it  could 
exercise  by  virtue  of  the  Act  to  Regulate  Commerce. 

It  is  instructive  to  note  the  manner  in  which  the 
several  parties  to  the  controversy  received  the 
Commission*s  award.  The  several  railways  ac- 
cepted it  with  little,  if  any,  protest;  in  fact,  they 
took  comparatively  little  part  in  arguing  the  case 
before  the  Commission.  Not  so  the  Chambers  of 
Commerce  of  the  s^^veral  cities,  whoso  represen- 
tatives   argued    their    case's    at    great    length.     No 
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city  was  wholly  satisfied  with  the  award,  and 
Boston  was  bitterly  disappointed.  The  Boston 
Heraldj*  one  of  the  leading  newspapers  in  New 
England,  expressed  itself  as  follows:  "The  business 
community  of  Boston  and  New  York  have  had 
this  practical  illustration  given  them  of  the  manner 
in  which  their  interests  would  be  jeopardized  if  the 
entire  settlement  of  railroad  rates  was  left  to  a  tribu- 
nal at  Washington,  subject,  as  that  tribimal  must 
be,  to  the  potent  influences  which  can  be  brought 
to  bear  in  favor  of  special  interests.  In  this  instance 
what  may  be  termed  the  Pennsylvania  interest, 
represented  by  its  great  railroad  system,  allied  with 
its  industrial  trusts,  has  come  out  on  top.  Penn- 
sylvania has  for  nearly  two  generations  laid  the 
country  under  tribute  through  protective  tariffs, 
traffic  arrangements  and  other  equally  arbitrary 
devices  for  gaining  unwarrantable  profit  at  the  ex- 
pense of  others.  It  has  now  won  another  victory 
by  obtaining  a  decision  from  the  Interstate  Conmierce 
Commission  which,  in  eflFect,  forces  commerce  which 
would  otherwise  take  the  shortest  route  between  the 
point  of  departure  and  point  of  destination  to  follow 
a  circuitous  route  for  the  benefit  of  favored  interests. 
"This  experience  proves  conclusively  what  we 
have  hitherto  maintained,  that  if  the  function  of 
making  railroad  rates  were  intrusted  to  a  national 
tribunal,  no  method  of  rate  making  free  from  undue 

*  May  20,  1905. 
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influence  would  be  possible  except  a  per  mfle  per 
ton  rate  from  one  end  of  the  country  to  the  other, 
and  this  would  simply  revolutionize  our  entire  system 
of  interstate  commerce." 

Six  weeks  later  the  subcommittee  of  the  Boston 
Chamber  of  Commerce,  appointed  to  consider  the 
differential  question,  reported  as  follows:  ^^The 
contentions  of  Boston  were  backed  up  in  every 
instance  by  unquestioned  proofs,  and  these  were 
in  many  instances  a  complete  refutation  of  the  argu- 
ments later  assigned  by  the  Commission  for  its,  to 
say  the  least,  peculiar  decision.  The  report  and 
opinion  of  the  Commission  defy  analysis.  It  openly 
confesses  a  vain  search  for  some  fundamental  prin- 
ciple upon  which  to  settle  the  dispute.  Failing  in 
this,  it  flounders  around  in  an  abortive  attempt  to 
justify  the  indefensible.  Boston  would  prefer  to 
rely  upon  her  own  pluck,  industry  and  foresight 
to  secure  her  just  proportion  of  the  export  traffic; 
but  if  the  disadvantages  of  a  port  are  to  be  capi- 
talized, —  if  lack  of  facilities  is  to  command  a 
premium  and  their  development  is  to  constitute  a 
handicap,  if  legislation  is  to  compel  what  civic  pride, 
kxral  energy  and  liberal  investment  should  command, 
—  then  Boston  wants  its  fair  share  in  the  distribu- 
tion of  favors. 

"Wc  believe,  however,  with  Commissioner 
Clements,  that  the  cxjM)rt  freight  differentials  are 
in  themselves  illegal,  inasmuch  as  they  arc  an  inter- 
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ference  with  free  competition  and  are  therefore  in 
restraint  of  trade.  We  shall  not  cease  to  demand 
their  abolition." 

This  question  of  the  seaboard  differentials  has 
been  fought  over  and  arbitrated  for  thirty  years.  It 
has  been  investigated  and  studied  by  men  who  in 
ability  were  second  to  none  in  their  respective  pro- 
fessions. And  to-day  the  question  is  as  far  as  ever 
it  was  from  a  solution  that  will  be  satisfactory  to 
each  of  the.  parties  to  the  controversy.  Not  the 
slightest  progress  has  been  made  toward  agreement 
upon  the  principles  which  are  to  be  applied  to  the 
settlement  of  the  controversy.  The  majority  of 
the  Commission  reports  that  the  system  of  differen- 
tials must  be  retained  in  order  that  competition  may 
be  maintained  and  promoted;  while  the  dissenting 
opinion  of  Mr.  Commissioner  Clements  asserts  that 
the  system  of  differentials  is  an  interference  with 
free  competition  and  therefore  acts  in  restraint  of 
trade.  Finally,  after  thirty  years  of  discussion,  the 
question  is  still  so  far  from  solution  that  it  cannot 
be  discussed  and  adjudicated  without  charges  of 
bad  faith  being  made.  One  of  the  leading  news- 
papers of  New  England  is  led  to  employ  the  words 
"undue  influence";  and  a  subcommittee  of  one 
of  the  leading  chambers  of  commerce  in  the  United 
States  is  led  to  employ  the  words  "distribution  of 
favors." 


CHAPTER  X 

SUMMARY  AND  CONCLUSION 

The  problem  of  railway  rates  is  fully  as  much 
the  problem  of  the  adjustment  of  the  conflicting 

Tk^PrM^m      "^*^r^*s  of   "^^'  producing   centres, 

markets  and  distributing  points,  as 
it  is  the  problem  of  the  adjustment  of  the  conflicting 
interests  of  competing  railways  or,  finally,  the  prob- 
lem of  the  adjustment  of  the  conflicting  interests 
of  the  public  and  the  railways.  That  is  shown  con- 
clusively by  the  experience  of  the  United  States, 
where  it  has  not  infrequently  been  easier  to  effect 
a  compromise  between  the  conflicting  interests  of 
competing  railways  than  to  reconcile  conflicting 
interests  of  rival  producing  centres,  markets  and 
distributing  points.  It  is  shown  even  more  con- 
clusively by  the  experience  of  these  countries  which 
have  replaced  the  railway  company  by  the  State  — 
that  is,  have  gone  over  to  the  State  ownership  or 
State  regulation  of  the  railways.  The  invariable 
result  in  these  countries  has  Ix^n  to  transfer  from 
the  field  of  l)usincss  tn  thr  \\vV\  of  |K)liiics  the 
perjilexinjj  (jur>tions  of  tra-K-  rivalry  and  jealousy 

2  <i  449 


450  RAILWAY  RATES 

precipitated  by  the  annihilation  of  distance  by  means 
of  the  railway.  Under  government  ownership  or 
direction  the  sectional  conflicts  precipitated  by  dis- 
cussion of  railway  development  have  oftentimes  been 
so  fierce  that  it  has  become  necessary  partially  to 
paralyze  the  railways,  for  the  pmpose  of  preventing 
them  from  developing  new  producing  r^ons,  new 
markets  and  distributing  points. 

Under  government  ownership  of  the  railways  in 
Prussia,  the  most  enlightened  and  the  most  inde- 
pendent bureaucratic  government  the 
tfu^R^iways  ^^  world  has  known,  the  State  Rail- 
way Department  is  not  allowed  to 
make  railway  rates  that  will  permit  the  surplus 
grain,  timber  and  beet  sugar  of  eastern  Germany 
to  move  by  rail  to  the  markets  of  the  mining  and 
manufacturing  regions  along  the  Rhine,  there  to 
compete  with  the  grain,  timber  and  beet  sugar  pro- 
duced in  western,  southwestern  and  central  Ger- 
many. Again,  the  failure  of  the  State  Railway 
Department's  efforts  to  get  the  iron  and  steel  pro- 
ducers of  the  Saar  district  to  agree  with  the  iron  and 
steel  producers  of  the  Ruhr  district,  on  what  shall 
constitute  relatively  reasonable  rates  on  iron  ores 
moving  from  the  Saar  to  the  Ruhr  and  on  coke  mov- 
ing from  the  Ruhr  to  the  Saar,  has  for  upward  of 
two  decades  prevented  the  German  iron  and  steel 
industry  from  exploiting  freely  the  largest  iron-ore 
deposits  on  the  Continent  of  Europe,  those  of  the 
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Saar  district.  Under  the  free  play  of  competition 
the  Ruhr  iron  and  steel  industries  would  outstrip 
the  Saar  industries,  but  the  State  Railway  Depart- 
ment cannot  permit  that  free  play  of  competition, 
lest  it  expose  the  Government  to  the  charge  of 
favoring  the  Ruhr  industries.  Such  has  been  the 
paralysis  of  the  railways  under  government-made 
raflway  rates  that  the  grain,  timber  and  beet  sugar 
producers  of  eastern  Germany,  as  well  as  the  iron 
and  steel  manufacturers  of  the  Ruhr  district,  have 
had  to  resuscitate  river  and  canal  transportation, 
which,  under  the  regime  of  private  ownership  of 
the  railways,  had  promised  in  Germany  to  go  the 
way  of  the  stagecoach,  as  it  has  done  in  the  United 
States.  The  present-day  Germany,  with  its  agri- 
culture, its  manufactures  and  its  trade,  rests  upon 
the  waterways,  not  upon  the  railways,  which  the 
Hgime  of  government-made  raflway  rates  has  re- 
duced to  the  subordinate  position  of  feeders  to  the 
river  and  canal  boats. 

The  trade  jealousy  that  prevents  the  Prussian 
State  Railway  Department  from  making  rates  that 

7%e  Gmftmmttmit  ^^^'^  permit  the  agricultural  prod- 
^  Emropt  refust  ucts  and  the  timber  of  eastern  Ger- 
u  proimeu  inter'  many  to  move  by  rail  into  western 
ommurci  Germany,  also  forbids  the  coopera- 
tion of  the  State  Railway  Departments  of  Germany, 
Austria- Hunpir)'  and  the  Danuhian  Principali- 
ties, for  the  purpose  of  securing  the  free  movement 
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by  rail  into  western  Europe  of  the  agricultural 
products  and  the  timber  of  Austria-Hungary  and  the 
Danubian  Principalities,  or  the  free  movement  to 
the  East  of  the  manufactures  of  western  Europe. 
There  exists  through  rail  connection  between  the 
North  Sea  in  the  northwest  and  the  Black  Sea  in 
the  southeast,  but  it  is  used  mainly  for  the  carriage 
of  passengers  and  the  mails.  The  exchange  of 
merchandise  between  western  and  eastern  Europe 
is  effected  in  the  main  by  means  of  the  Mediterra- 
nean. For  example,  near  Dresden,  on  the  Elbe,  is 
located  a  large  mill  which  grinds  Rumanian  wheat 
exclusively.  Every  pound  of  that  wheat  goes  down 
the  Danube  to  the  Black  Sea,  thence  by  way  of  the 
Mediterranean  to  Hamburg  and  thence  up  the 
Elbe! 

In  Russia  there  is  the  same  paralysis  of  the  rail- 
ways through  trade  jealousies,  with  the  resulting 
recourse  to  transportation  by  river.  For  example, 
Russia  paralyzes  ^pon  the  opening  of  the  Siberian 
the  Siberian  Rail-  Railway,  in  1 896,  the  landed  interests 
^^•^  of  western  Russia  protested  that  they 

must  not  be  exposed  to  competition  from  the  wheat 
raised  upon  the  cheap  lands  of  Siberia.  They 
succeeded  in  compelling  the  Government  to  place 
prohibitive  charges  upon  the  carriage  of  Siberian 
wheat,  so  that  it  has  been  impossible  adequately 
to  develop  the  enormous  Siberian  wheat  resources. 
Wheat  is  exported  from  Siberia  only  in  years  of 
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serious  crop  failures  in  the  countries  which  ordinarily 
supply  western  Europe. 

In  Australia,  under  government  o^Ticrship,  trade 
jealousy  forces  each  colony  to  refuse  to  cooperate 

with  its  neighbors  in  the  promotion  of 
Ltism  trade  and  industry.    The  two  most 

important  colonics,  Victoria  and  New 
South  Wales,  still  maintain  separate  gauges;  they 
raise  materially  the  rates  on  freight  sent  from  one 
colony  to  the  other;  and  New  South  Wales  refuses 
to  connect  its  railway  lines  in  southwestern  New 
South  Wales  with  the  Victorian  lines,  lest  trade  be 
diverted  from  Sydney  to  Mcllx)ume.  Australia 
still  stands  where  the  United  States  stood  before 
the  Civil  War,  when  the  Legislature  of  New  York 
ordert*d  that  the  State-aided  Krie  Railroad  Ix^gin  at 
a  point  twenty-five  miles  from  New  York,  lest  Jer- 
sey City  be  benefited  by  the  building  of  the  road, 
and  the  State  of  Pennsvlvania  refused  the  Baltimore 
and  Ohio  piTmission  to  buikl  to  I^ittsburg,  lest  the 
trade  of  that  city  be  diverted  in  jxirt  from  Philadel- 
phia to  Baltimore. 

Within  the  separate  Australian  colonies  this 
situation  obtains:  the  ex{K)rt  and  im|M)rt  trade  of 
each  cokmy,  as  well  as  a  large  part  <»f  the  jol)bing 
business  and  manufacturing,  is  eonfined  to  erne  sc*a- 
port  city.  Failure  to  adopt  the  Ameriran  practice 
of  |H>rt  dilTt-n-ntials  and  tin-  Annriran  system  of 
basing   {N)ints   lia>   pnNiu(\-<i    this  concentration   of 
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trade  and  industry.  The  trade  jealousy  of  the 
overgrown  seaboard  "metropolis"  is  responsible 
in  part  for  that  failure  to  introduce  port  differentials 
and  establish  basing  points. 

Turning  back  to  Germany,  we  find  that  State- 
made  railway  rates  have  produced  there  also  an 
Governnuni'  extraordinary  concentration  of  trade 
nuide  Rates  con-    ^^^  industry  on  the  seaboard  and 

centrcUe  Trade 

and  promote         along    the    Hvers    and    canals.    In 
Discrimination      1878   Bismarck  asked  the  Prussian 
Diet  to  authorize  the  State  to  purchase  the  railwa}'S 
of  Prussia,  in  order  that  the  State  might,  among 
other  things,  use  the  power  to  make  railway  rates 
for  the  purpose  of  decentralizing  trade  and  indus- 
try.     In  1899  and  1901  the  Prussian  Government 
asked  the  Diet  to  authorize  the  building  of  great 
systems    of    canals    for    the    purpose    of    "decen- 
tralizing  trade   and    industry!"    Trade   jealousies 
and  a  rigid  system  of  railway  rates,  based  on  the 
distance  principle,  had  so  paralyzed  the  railways 
that  trade  and  industry  had  come  to  rely  mainly 
on  the  waterways.     The  resulting  discrimination  in 
favor  of  places  on  rivers  and  canals,  and  against 
places  served   by  railways  only,   widely   surpasses 
any  local  discrimination  ever  practised  by  an  Amer- 
ican railway.    To  illustrate,  geographically  Mann- 
heim, at  the  head  of  navigation  for  sizable  vessels 
on  the  Rhine,  is  in  the  same  position  as  St.  Louis, 
at  the  head  of  navigation  for  sizable  vessels  on  the 
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Mississippi.  In  1900  there  were  carried  into  and 
out  of  Mannheim  7,000,000  tons  of  freight  by  ves- 
sel and  5,300,000  tons  by  rail.  In  that  same  year 
there  were  carried  into  and  out  of  St.  Louis  700,000 
tons  of  freight  by  vessel  and  24,600,000  tons  by  rail. 
Mannheim  is  the  product  of  the  State  ownership 
of  the  railways,  which  system  has  paralyzed  the 
development  of  the  ancient  and  neighboring  city  of 
Frankfort  on  the  Main,  immeasurably  better  cquipfKtl 
with  capital  than  is  Mannheim.  Again,  the  Gov- 
ernment-made railway  rates  have  driven  the  sugar 
traffic  off  the  railways,  with  the  result  that  Hamburg, 
at  the  mouth  of  the  Kibe,  has  the  monopoly  of  the 
export  of  sugar,  the  largest  item  of  e.xjwrt  from 
Germany.  Barmen  has  absolutely  no  share  in  that 
export  trade.  Again,  under  the  regime  of  private 
railways,  when  bulky  freight  still  moved  by  rail  in 
competition  with  rivers  and  canals,  Bremen  had  an 
enormous  im|)ort  trade  in  |K»troleum.  Under  the 
regime  of  Government-made  rales  Bremen  has  lost 
its  petroleum  trade  to  Hamburg,  which  distriLutes 
into  the  interior  bv  wav  of  the  VA\k\  and  to  Mann- 
heim,  which  receives  its  jK^troleum  by  way  of  the 
Rhine.  The  Railway  Department  may  not  give 
Frankfort,  Bremen  and  other  cities  railwav  differen- 
tials  which  will  put  those  cities  on  a  footing  of 
equality  with  the  cities  senetl  by  rivers  and  canals, 
for  that  would  l)e  cle|)arting  from  the  hanl  and  fast 
scheme  of  rates  based  on  the  distance  tariff  principle. 
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It  is  because  the  Prussian  Government  cannot  give 
Stettin,  at  the  mouth  of  the  Oder,  railway  differen- 
tials that  would  enable  that  city  in  some  measure  to 
hold  its  own  against  Hamburg,  that  the  Prussian 
Government  proposes  to  parallel  with  a  canal  esti- 
mated to  cost  upward  of  $10,000,000  the  railway 
which  connects  Stettin  with  Berlin.  That  railway 
at  present  is  scarcely  used,  carrying  in  the  course 
of  the  year  less  than  200,000  tons  of  freight  each 
way.  To  employ  the  words  of  the  late  Mr.  von 
Miquel,  who  was  Prussian  Minister  of  Finance 
Government'  ^om  1890  to  1900,  and  was,  after 
made  Rates  must  Bismarck,  the  most  successful  Chan- 
be Machine-made    ^^jj^^.  ^j  jj^^  German  Empire,  "The 

system  of  government  ownership  of  the  railways 
will  break  down  unless  it  shall  prove  possible  to  find 
refuge  from  the  jealousies  and  conflicts  of  local  and 
sectional  interests  behind  the  stone  wall  of  a  system 
of  hard  and  fast  railway  rates  which  admits  of  no 
exercise  of  discretion."  And  the  experience  of 
Germany  has  been  repeated  in  France,  Austria- 
Hungary,  Russia  and  Australia.  No  Government 
that  has  undertaken  to  make  railway  rates,  either 
by  assuming  Government  ownership  or  by  exercising 
a  thoroughgoing  control  over  the  rates  made  by  raD  - 
way  companies,  has  been  able  to  make  railway  rates 
in  such  a  way  as  to  conserve  and  promote  the  public 
welfare,  if  the  test  be  the  making  of  two  blades  of  grass 
to  grow  where  one  had  been  growing.    Restraint  of 
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competition  and  of  trade,  with  failure  to  develop  the 
resources  of  soil  and  of  climate,  everj^'here  has  been 
the  result  of  rate  making  by  public  authority. 

When  the  Interstate  Commerce  Commission  was 
created,  under  the  Act  to  Regulate  Commerce,  it 
found  in  existence  in  this  country  a  heterogeneous 

Ducrtmima/iim  ^^^  ^^  railway  ratcs  made  with  the 
ikt  Stirei of  Fffi'  sole  aim  of  promoting  trade,  of  mak- 
€itmiy  of  Amtri"     j^g  two  bladcs  of  grass  to  grow  in 

the  place  of  one.  Discnmmation  — 
the  result  of  the  exercise  of  discretion  —  was  the  kev- 
Stone  of  the  situation.  That  discrimination  was  not 
the  result  of  caprice;  it  was  the  result  of  meeting 
with  intelligence  and  courage  the  needs  of  trade  and 
industn*.    The  effect  of  that  discrimination  was  a 

0 

heterogcni*()Us  mass  of  railway  rates  that  knit  the 
different  pnxlucing,  distributing  and  consuming 
sections  of  this  countrj*  into  a  more  comfxict  trading 
unit  than  was  to  be  found  anvwhere  elsi*  in  the  world, 
and  carried  the  exploitation  of  our  res^)urces  farther 
than  has  been  carried  the  exploitation  of  the  resources 
of  anv  other  countn'. 

m  m 

The  Act  to  Regulate  Commerce  did  not  forbid  all 
discrimination;  it  forlxule  only  unjust  and  unreason- 
able discrimination.  To  usi'  the  words  of  the  Su- 
preme Court  of  the  I'nitetl  States:  "The  very  terms 

of  the  statute  that  ('harizes  \w\\A  Ik*  nas<»naMe, 
that  discrimination  must  not  U-  undxw  or  unnuHm* 
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able,  necessarily  imply  that  strict  uniformity  is  not 
to  be  enforced ;  but  that  all  circumstances  that  rea- 
sonable men  would  regard  as  affecting  the  welfare 
of  the  carrying  companies  and  of  the  producers, 
shippers  and  consumers  should  be  considered  by  a 
tribunal  appointed  to  carry  into  effect  and  enforce 
the  provisions  of  the  act.  .  .  .  The  mere  circum- 
stance that  there  is  in  a  given  case  a  preference  or 
an  advantage,  does  not  by  itself  show  that  such 
preference  or  advantage  is  undue  or  unreasonable 
within  the  meaning  of  this  act."*  In  Interstate 
Commerce  Commission  v.  Alabama  Midland  Rait- 

TheSupreffie  ^^^  Co.,\  the  Supreme  Court  ex- 
Courf 5  Doctrine  prcsscd  the  Opinion  that,  within  the 
of  Railway  Rates  limitation  that  discrimination  should 
not  be  unjust  or  unreasonable,  it  was  "safe  and  wise 
to  leave  to  the  traffic  managers  the  adjusting  of  dis- 
similar circumstances  and  conditions  to  their  busi- 
ness." Quoting  the  words  of  the  circuit  court  to 
which  the  case  had  been  taken  in  the  first  instance, 
the  Supreme  Court  said:  "The  competition  of  the 
railway  lines  is  not  stifled,  but  is  fully  recognized, 
intelligently  and  honestly  controlled  and  regulated, 
by  the  traffic  association,  in  its  schedule  of  rates. 
There  is  no  suggestion  in  the  evidence  that  the 
traffic  managers  who  represent  the  carriers  that  are 
members  of  that  association  are  incompetent,  or 

♦  162  U,  S.  Reports^  218  and  220. 
t  168  U,  S,  Reports. 
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under  the  bias  of  any  personal  preference  for  Mont- 
gomery or  prejudice  against  Troy,  that  has  led  them, 
or  b  likely  to  lead  them,  to  unjustly  discriminate 
against  Troy.  .  .  .  We  do  not  discuss  the  third 
and  fourth  contention  of  the  counsel  for  the  appellant 
further  than  to  sav  that  within  the  limits  of  the  exer- 
cise  of  intelligent  g(xxl  faith  in  the  conduct  of  their 
business,  and  subject  to  the  two  leading  prohibitions 
that  their  charges  shall  not  be  unjust  or  unreasonable 
and  that  they  shall  not  unjustly  discriminate  so  as  to 
give  undue  preference  or  disadvantage  to  persons  or 
trafiic  similarly  circumstancetl,  the  Act  to  Regulate 
Commerce  leaves  common  carriers,  as  thev  were  at 
common  law,  free  to  make  special  rates  looking  to 
the  increase  of  their  business,  to  classify  their  Iraflic, 
to  adjust  and  ap|M)rtion  their  rates  so  as  to  meet  the 
necessities  of  commerce  and  of  their  own  situation 
and  relation  to  it,  and  generally  to  manage  their 
imiK>rtant  interests  u|X)n  the  s;ime  principles  which 
are  reganle<l  as  sound,  and  adopted  in  other  trades 
and  pursuits.  The  carriers  are  \kXXct  c|ualiAed  to 
77i#  Carrifrs  btst  adjust  such  matters  than  any  court  or 
qmtiiM  to  aJjust  )x)ani  of  publlc  administration,  and, 

AMikiSEY  Kaus  ^^.j^i^j^     jj^^.     Ij^^j^^     SUggeSlCil,      it     is 

safe  and  wise  to  leave  to  their  trafllc  managers 
the  adjusting  of  dissimilar  circumstances  and  con- 
ditions to  their  business."*  And  in  Texas  and 
Pacific   Raihd^iy  Comfhnty  v.   Interstate  Commerce 

•41  c\s. .///.  453. 
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Commission,*  the  Supreme  Court  quoted  with  ap- 
proval these  words  from  the  opinion  of  an  English 
Courtjf  "I  first  observe  that  these  are,  in  my  judg- 
ment, eminently  practical  questions,  and  if  this  court 
once  assumes  the  hopeless  task  of  dealing  with  ques- 
tions of  this  kind  with  any  approach  to  mathematical 
accuracy,  and  tries  to  introduce  a  precision  which 
is  unattainable  in  commercial  and  practical  matters, 
it  would  do  infinite  mischief  and  no  good." 

If  one  accepts,  with  the  federal  courts  and  the 
Supreme  Court,  the  necessity  of  discrimination,  and 

if  one  condemns  discrimination  only 

Unjust  Rates  not         i  •.   •  •      .  11 

Nufturous  when  It  is  unjust  or  unreasonable,  — 

that  is,  only  when  it  is  not  the  out- 
growth of  the  intelligent  and  honest  regulation  of 
competition,  or  whtfn  it  does  not  arise  from  commer- 
cial conditions  over  wTiich  the  railways  have  no  control, 
—  one  will  find  that  the  existing  American  railway 
rates  do  not  involve  numerous  unjust  discriminations. 
In  the  eighteen  years  of  its  existence  the  Interstate 
Commerce  Commission  has  taken  into  the  federal 
courts  numerous  cases  involving  alleged  unjust  dis- 
criminations ;  but,  so  far  as  the  courts  have  gone  into 
the  merits  of  those  cases,  they  have  almost  without 
exception  held  that  the  rates  in  question  were  not 
improper  and   did  not  result  in  unjust  or  undue 

♦  162  ^.  S,  Reports, 

t  Phipps  V.  London  and  Northwestern  Railway  Co,^  2  Q.  B.  D. 
1892,  229,  236. 
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discriminations.  The  courts  found  that  the  Com- 
mission's charges  of  undue  preference  or  unjust 
discrimination  were  not  warranted  by  the  facts,  but 
that  they  were  the  result  of  estimating  the  evidence 
under  the  influence  of  "theories  of  trans|X)rtation'* 
and  '•theories  of  social  progress"  for  which  the 
courts  could  fmd  no  warrant  in  the  Act  to  Regulate 
Commerce. 

The  reason  for  this  existence  of  comparatively 
few  unjust  and  undue  discriminations  lies  in  the 
fact  that  our  railwav  rates  are  the  result  of  com- 
promise  among  so  many  different  and  conflicting 
interests  that  it  is  not  often  {xissible  to  do  anything 
verj-  wrong. 

There  is,  of  course,  no  desire  to  denv  that  there 
are  in  force  adjustments  of  rates' that  have  caused 
Exfsiim^  Cmjtisi  partial  destruction  of  the  trade  and 
li^€i  nM  made  tn  industr)'  of  particular  places  —  a 
B^  hattk  destruction    that    might    have    IxTn 

avoided,  if  men  were  less  |m>ne  to  error.  Hut  very' 
rarely  indeed  will  it  U*  |K)ssil)le  to  trace  to  liad  faith 
such  destruction  of  trade  and  industrv  and  conse- 
quent  injustice.  To  the  overwhelming  majority  of 
such  cases  will  apply  the  wonls  u^-tl  by  the  Inter- 
stale  Commerce  (*omniissi»)n.  when  it  fniinil  that 
injustice  had  Invn  done  to  I.a  CrosM\  Wis.,  by  the 
dilTerrntials  \\\kA  in  1SS4  by  Mr.  (1.  M.  Moinu', 
as  arbitrator,  for  the  ntrulation  nf  ihr  ro[r.|«(  tition 
for  the  lumlxT  tralbc  fn)m  La  Cro^*^-.  Winona  and 
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Other  Wisconsin  places,  to  Missouri  River  points. 
Said  the  Commission:  ''This  criticism  of  the  Eau 
Claire  dififerential  carries  with  it  no  general  impeach- 
ment of  Mr.  Bogue^s  decision.    On  the  contrary,  his 
award   deserves  great  commendation.    It  was  an 
intelligent  and  conscientious  judgment,  and  shows 
keen  appreciation  of  the  difficulties  to  be  overcome. 
It  is  not  surprising  that  a  trial  of  eight  years  shouki 
have  disclosed  ground  for  complaint  on  the  part  of 
some  locality ;  the  real  surprise  is  that  a  schedule  of 
rates  was  then  devised  which  has  since  been  ob- 
ser\'ed  by  so  many  roads,  and  has  proved  fairly 
acceptable  to  so  many  communities.    Its  correc- 
tion at  this  time  in  a  single  particular  is  no  dis- 
credit to  its  general  excellence."*    Of  these  same 
differentials   Mr.   H.   S.    Rand,    President    of   the 
Buriington  Lumber  Company,  of  Burlington,   la., 
said,  before  the  Senate   Committee  on   Interstate 
Commerce,  in  1905:  "Chaos  would  be  a  mfld  word 
to  express  the  condition  of  the  Missouri  River  lum- 
ber market  previous  to  1884.     Competition  was  so 
bitter  and  the  methods  employed  so  irregular  that 
both  railroads  and  lumbermen,  finding  themselves 
doing  business  at  a  loss,  held  a  meeting  and  agreed 
on  what  are  known  as  the  'Bogue  diflFerentials/ 
which  were  largely  based  on  the  cost  of  producing 
lumber  at  different  points  (that  is,  they  were  designed 

•  Interstaie  Commerce  Reports.  Vol    V :    Eau  Claire  Board  ej 
Trade'  V.  Chicago,  .\filwaukec  and  S/.  I*aul  RailTvay  Co.  d  al. 
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to  equalize  the  advantages  and  disadvantages  of 
production  at  different  jx)ints).  These  rates  have 
stood  the  test  of  time,  and  have  made  it  a  question 
whether  it  is  cheaper  to  manufacture  next  the  stump 
in  Minnesota  and  Wisconsin  or  at  some  |X)int  on  the 
Mississippi  River."  ♦ 

It  is  true  that  the  Commission  has  merelv  the 
|)ower  to  condemn  a  rate  as  unhiwful,  and  that  it 
r,Ki*rr  tfl  fomirmm  ^as  not  the  [K)\vcr  to  sul)stitute  a 
a  A'ii/r  it  SnjfS'  rate  to  Ix*  charged  in  the  future,  in 
'**'  place   of   the   rate   which    has   Wxn 

condemned  as  unlawful.  Therefore  it  is  widelv 
Ix'lit'vwl  that  the  railwavs  couUI  nullifv  an  order  of 
the  courts  sustaining  the  Commission's  condemna- 
tion of  a  rail'  as  unlawful,  hv  changing  very  slightly 
the  rate  that  has  Ix^en  con<ienme<l,  and  thus  wear- 
ing out  the  complainant  by  compelling  him  to  bring 
an  endless  series  of  suits.  Kor  that  Ix'lief  there  is, 
however,  no  ground  l)ase<l  uiMm  exjKTience.  As 
recently  as  May  20,  1005,  Mr.  Kna|>|>.  Chairman  of 
the  Interstate  (^)mmerce  (^)mmission.  testifying  on 
this  j)oint  Ix^fore  the  Ccjmmittee  on  Interstate  C<»m- 
merce  of  the  United  States  Senate.  s;iid:  ''The 
carrier  cannot  affonl  to  trille  with  |»u!«hV  authority. 
It  cannot  afford  to  clo  a  trivial  am!  evasive  thing.  I 
must  honestlv  s;iv  that  1  <lo  not  Ulieve  anv  railroad 


Mr    A.  C.  Itinl. 
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manager  would  make,  under  such  a  theory  as  tbat, 
a  nominal  change  in  a  rate  for  the  purpose  of  tech- 
nically compl)dng  with  an  order  to  cease  and  desist 
If  that  was  done  twice  in  this  country,  the  next  ses- 
sion of  Congress  would  fix  it."  * 

Furthermore,  the  procedure  for  the  enforcement 
of  the  Act  to  Regulate  Commerce  is  now  com- 
Prompt  Relief  plete.  ' '  Any  one  can  file  a  complaint ; 
attainable  under  the  findings  of  the  Commission  are 
Present  Law         ^^^^   ^^^   evidence   of   the   facts 

found;  the  courts  act  on  as  short  notice  as  they 
deem  proper  and  proceed  speedily  without  formal 
pleadings  or  proceedings;  the  constitutional  pro- 
tection from  self-crimination  has  been  removed  by 
statute,  so  that  any  one  can  be  compelled  to  testify; 
cases  arising  under  the  statute  have  preference  over 
everything;  individuals  and  corporations  violating 
the  act,  whether  carriers  or  shippers,  are  subject  to 
heavy  fines;  the  provisions  of  the  act  may  also  be 
enforced  civilly  by  decree  in  equity,  with  subsequent 
contempt  proceedings,  involving  fine  and  imprison- 
ment; and  in  all  cases  appeals  lie  directly  to  the 
Supreme  Court.  In  reference  to  no  other  subject- 
matter  does  such  drastic  procedure  exist:  American 
jurisprudence  has  no  further  resources."  f 

*  Hearings  before  the  Committee  on  Interstate  Commerce^  United 
States  Senate,  May  20,  1905,  p.  113. 

t  Interstate  Commerce  Briefs  as  to  Proposed  New  Legislation^  pre- 
pared by  Samuel  Spencer  and  David  Wilcox,  and  filed  with  The 
Committee  on  Interstate  and  Foreign  Commerce  of  the  House  of  Rep- 
resentatives, January,  1905* 
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Sf)  far,  then,  as  the  actual  working  of  the  Act  to 
Regulate  Commerce  is  concemixl,  there  have  ap- 
AtaiXatmrecf  pcareci  DO  ciifliculties  that  call  for 
ike  i>tmand far  ihc  bestowal  upon  the  Commission 
'^^^^  of  the   power  to  prescribe   for  the 

future  a  rate  to  take  the  place  of  the  one  that  the 
Commission  has  found  unlawful.  It  is  in  keeping 
with  this  fact  that  the  Commission  itself  has  not 
asked  simply  for  the  |x)wer  to  prescribe  a  rate,  in 
acconiance  with  the  guiding  principles  lakl  down 
in  the  Act  to  Regulate  Commerce,  as  construed  by 
the  Supreme  Court  of  the  United  States.  Nor 
would  the  Commission  and  those  interests  that  sup- 
port the  Commission's  recjuest  for  fxiwer  to  fix  a 
rate  Ix^  content  with  that  simple  power.  The 
Commission  asks  for  |x)wer  to  fix  a  rate  under  frw- 
dom  from  several  of  the  guiiling  and  restraining 
principles  that  now  restrict  the  Commission's  [Kiwer 
to  condemn  a  rate  as  unlawful.  For  instance,  the 
Interstate  Commerce  Commission  never  has  Ixrome 
reconcile*!  to  the  Supreme  Court's  construction  of 
the  Act  to  Regulate  Commerce,  to  the  effect  that  it 
Is  not  unlawful  to  make  lower  rates  on  agricultural 
prorluce  when  destinefl  for  exjiort  than  when  dev 
linrd  for  domestic  consumption.  Ten  years  after 
the  Supreme  Court  had  reviTsed  the  (*ommissir>n 
on  this  {Xiint,  the  Commission  re{N)rteil  that,  if  it  had 
the  |wwer,  it  would  forbid  the  railways  to  dihcrimi- 
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nate  permanently  in  favor  of  agricultural  produce 
carried  for  export.* 

Again,  the  Commission  never  has  become  recon- 
ciled to  the  construction  which  the  Supreme  Court 

Tfu  Demand  far     ^^  P^*  ^P^^  *^  ^^^^  "^^^^^  ^ 

Amendment  of      stantially  similar  circumstances  and 
Long  and  Short     conditions,"  as  they  occur  in  the  so- 

Haul Clause  ^y^^  ,,^^^^  ^^^  ^j^^^  j^^j  ^j^^„ 

of  the  Act  to  Regulate  Commerce.    The  Supreme 
Court  has  held  that,  "in  determining  the  question 
of  undue  or  unreasonable  preference  or  advantage 
of  what  are  substantially  similar  circumstances  and 
conditions,  the  competition  may  in  some  cases  be 
such  as,  having  due  regard  to  the  interests  of  the 
public  and  of  the  carrier,  ought  justly  to  have  effect 
upon  the  rates ;  and  in  such  cases  there  is  no  absolute 
rule  which  prevents  the  Commission  or  the  courts 
from  taking  that   matter   into   consideration.  .  .  . 
The  mere  fact  of  competition,  no  matter  what  its 
character  or  extent,  does  not  necessarily  relieve  the 
carrier  from  the  restraints  of  the  third  and  fourth 
sections,  but  these  sections  are  not  so  stringent  and 
imperative  as  to  exclude  in  all  cases  the  matter  of 
competition."    The    Commission    holds    that    this 
construction  has  "emasculated"  the  long  and  short 
haul  clause,  and  it  has  in  its  decisions  intimated 

*  Interstate  Commerce  Commission  Report Sy  Vol.  VIII :  In  the 
Matter  of  Relative  Rates  upon  Export  and  Domestic  Traffic  in 
Grain  and  Grain  Products  and  of  the  Publication  of  Tariffs  retat' 
ing  to  Such  Traffic. 
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that  under  that  construction  it  could  not  conser\-c 
and  promote  the  public  welfare. 

For  example,  the  rate  on  lumber  is  27.5  cents  a 
hundred  from  Camden  to  Wichita,  a  distance  of 
607  miles,  and  23  cents  from  Camden  to  Kansas 
City  and  Omaha,  distances  of  respectively  642  miles 
and  847  miles.  In  1903  this  rate  adjustment  was 
made  the  object  of  a  complaint  before  the  Interstate 
Commerce  Commission,*  and  that  body  rendered 
this  decision :  "There  are  competitive  conditions 
at  Kansas  City,  Omaha  and  Lincoln  not  existing 
at  Wichita,  which  has  produced  the  low  rate  at 
Kansas  City,  and  those  other  points  do  not  control 
the  Kansas  Citv  rate  and  could  not  advance  it. 
They  do  not,  therefore,  under  the  facts  in  this  case, 
upon  the  holding  of  the  Supreme  Court,  as  set  forth 
in  the  preceding  cases  prosecuted  by  this  same 
complainant,  violate  the  thini  or  fourth  section  by 
maintaining  a  higher  rate  at  Wichita.** 

The  Commission  then  continued,  **The  Com- 
mission knows  of  no  go<nI  reason  why  those  lumU-r 
rates  from  southern  mills  should  \iv  higher  to  Wichita 
than  to  Kansas  City;  but  that  rrlation  has  l)irn  es- 
tal>lishi*d  and  we  are  ap|Kirt»ntIy  without  [xiwer  to 
changi*  it  under  the  law  as  inteq)R*ted  [l)y  the  Su- 
preme Court]."    The  words  "under  sulistantially 

•  tnteritati  Commera  Rf6nrtt^  Vol.  IX.  MatMr  an*i  dtr  (\*ttm,ii 
Cp,  it  ^. 
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similar  circumstances  and  conditions"  were  in- 
serted in  the  Act  to  Regulate  Commerce  while  the 
bill  was  before  the  United  States  Senate.  The  Inter- 
state Commerce  Commission  has  sought  to  elimi- 
nate those  words  from  the  Act  by  seeking  to  restrict 
their  application  to  cases  in  which  the  railways  have 
to  meet  water  competition  or  the  competition  of 
foreign  railways,  not  subject  to  the  jurisdiction  of 
the  United  States. 

The  Commission  also  asks  for  power  to  fix  a  mini- 
mum rate  below  which  a  railway  znay  not  go.    The 

Commission  asks  for  that  power  in 
ri»Z.';f  "der  thai  i.  may  be  able  to  adjust 

with  relation  to  one  another  the  rates 
made  by  entirely  separate  systems  of  railways  leading 
from  common  points  of  origin  to  entirely  different 
destinations,  or  from  separate  points  of  origin  to  com- 
mon markets  or  destinations.  Under  that  pwwer  it 
would  be  possible  for  the  Commission  to  adjust  with 
relation  to  one  another  the  rates  on  grain  made  by  the 
railways  leading  respectively  from  Nebraska  to  the 
Gulf  ports  and  from  Nebraska  to  the  Atlantic  sea- 
board ;  the  rates  on  paper  made  by  the  railways  lead- 
ing respectively  from  northern  Maine  to  Chicago  and 
from  the  Fox  River,  Wis.,  to  Chicago;  the  rates 
on  cotton  from  Memphis  to  the  Carolina  mill  points 
and  to  New  England  respectively.  It  is  obvious 
that  such  power  over  railway  rates  would  give  the 
Commission  precisely  the  same  power  to  check  or 
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to  promote  the  trade  and  the  industry  of  the  several 
sections  of  the  United  States  as  would  be  conferred 
on  the  Commission  by  a  law  empowering  that 
body  to  establish  at  its  pleasure  anywhere  within 
the  United  States  protective  tariff  duties  such  as  the 
several  colonies  habitually  established  before  the 
formation  of  the  United  Slates.  It  is  still  more 
obvious  that  Congress  never  would  enter  directly 
U|M>n  the  {)olicy  of  regulating  the  commerce  among 
the  several  States,  by  thus  reestablishing  customs 
Ixirriers  iK'tween  the  several  States.  The  jwwer  that 
Congres.s,  for  reasons  of  public  policy,  would  not 
exercise  in  its  own  right  should  not  lx»  Ix^stowcd  ui)on 
an  administrative  bureau,  the  Interstate  Commerce 
Commission. 

This  mere  recital  of  the  avowwl  purposes  for  which 
the  (\)mmissi()n  asks  for  the  jK)wer  to  sut>stitute  a 
new  rate  for  one  that  it  shall  fmd  unlawful,  as  well 

o.K-r^ftmrm/'  *^^  ^^^^  ^^^  removal  of  the  present  re- 
m.tifr  A\ifrtu'.*uU  strictions  ujxm  its  {xuver  to  condemn 
r/i/r/./ t.w/v/i-    ^  j^^^,  jjj.  unlawful,  shows  that  the 

Commission  is  asking  for  vastly 
more  extended  jK)wer  than  it  has  |)ossesse<l  in  the 
{Kist  the  |M)wer  to  legislate  u|Nm  great  qurstions 
of  pul)lic  jMiIiiy.  FurtluTmnrt\  the  study  of  the 
<ltri>ions  madr  l)y  the  (\)mmissif)n  in  ihi*  past  com- 
|hN  the  ('oniIu>ion  that  tlir  ('omniission  would 
fxt-n  iM-  that  wi'-tly  au^iinnltil  |m.\mt  in  a  hard 
and  f.i^l  niaiuur       that  is.  in  rr<!raint   of  ti'ii^jHii 
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tion  and  of  trade.  The  trade  rivalries  and  sectional 
jealousies  precipitated  by  the  increase  of  competi- 
tion among  rival  producing  r^ons,  markets  and 
distributing  points,  resulting  from  the  ever  increas- 
ing elimination  of  distance  through  improvements 
in  the  means  of  transportation,  are  so  fierce  that  no 
public  body  which  undertakes  to  intervene  in  those 
rivalries  and  jealousies  —  beyond  the  point  of  guar- 
anteeing that  they  shall  be  settled  with  intelligence 
and  in  good  faith  —  can  hop>e  to  escap>e  the  fate  of 
having  to  seek  refuge  behind  the  stone  wall  of  some 
hard  and  fast  system  of  regulation  which  admits  of 
the  exercise  of  little  or  no  discretion. 

It  was  profoundly  significant  that  the  late  Judge 
Cooley,  the  first  Chairman  of  the  Interstate  Com- 
■n   c-^x  merce  Commission,  should  have  re- 

7s*  Significance  ' 

of  Hosion  and  fused  to  exercise  his  discretion  in  the 
Aaany  v.  Boiton  g^gt  (Jecision  of  importance  rendered, 
by  the  Commission,  and  delivered 
by  himself.  Judge  Cooley,  before  he  was  made 
Chairman  of  the  Interstate  Commerce  Commission, 
had  acted  as  arbitrator*  in  the  Atlantic  port  dif- 
ferential controversy  and  in  numerous  other  rate 
controversies  of  great  consequence  and  extreme 
difficulty.    He  knew  as  well  as  any  one  how  fiercely 

•  Refinrt  of  Messrs.  Thtirman.  Washburne  and  Cooley,  constitut- 
ing an  Ath'isory  Commission  on  Differential  Rales  by  Railroads  be- 
tween the  West  and  the  Seaboard,  reprinted  in  Hearings  before  the 
Committee  oh  Interstate  Commerce,  United  States  Senate,  KprA  37, 
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surh  omtrovrrsics  arc  wapwl,  that  there  aw  no  scien- 
lihr  principles  by  means  of  which  such  controversies 
can  Im'  laid  at  rest,  that  the  only  thing  to  he  done  is 
to  elTirl  a  compromise  and  that,  whatever  dis|K)sal 
is  nia<le  <if  llie  question  at  issue,  one  or  more  of  the 
parties  to  the  controversy  will  Ix*  <Iiss:itisfied.  There- 
f«»rc.  when  he  was  calk*d  UfHrn  to  construe  the  wonls 
'*umler  sul)stantiallv  similar  circumstances  and 
conditions."  cxTurring  in  the  so  calletl  long  and 
short  haul  clause*,  he  refusi'cl  to  hold  that  the  con- 
ditions under  which  the  Vermont  Central  carried 
tratTic  from  Boston  to  Detroit  ilitTeri^d  sul)stan- 
tiallv  from  the  conditions  under  which  it  carried 
tralTic  from  Boston  to  St.  AllKins,  though  there  was 
C(>m{H*Iling  and  controlling  railway  com|)i*tition  at 
Detroit  but  not  at  St.  Allxins.  He  said  that,  if  the 
Commission  should  exercisi'  its  disiTetion  in  this 
instance,  it  would  find  it  excei*<lingly  difTicult,  if  not 
im|Missible,  to  <lraw  the  line  in  the  future.  If  the 
Commission  should  susjx'nd  the  ojx'ration  of  the 
long  ami  short  haul  clause  for  the  puqKw;e  of  facili- 
tating com|K*tition  on  the  |)art  of  a  roundalwiut  line 
lM*twtH*n  Detroit  and  Boston,  it  would  Ix*  calli*d  uiK)n 
to  susfH-nd  ojHTation  of  the  clause  for  the  U'nefit 
of  an  endless  numlrr  of  roundalioul  lines.  Chi- 
niatrlv  S4)nir  one  woul<l  ask  jx-rmission  to  establish 
a  rinii^I.iUmt  lim-  iH-twirn  I^i-^ton  and  CliiiaL'o  bv 
w.iv  nf  \t\v|M»rl  NrW'*.  or  Utwi-m  Cliitau'"  avA  St. 
Louis  bv  wav  of  St.  Paul.     It  wouM  Ix-  imiM»>vible 
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to  draw  the  line  between  legitimate  roundabout  lines 
and  illegitimate  ones,  once  the  floodgates  were  opened. 
Therefore  Judge  Cooley  wrote  an  opinion  in  which 
he  condemned  an  adjustment  of  rates  which  he  ad- 
mitted was  to  the  interest  and  the  advantage  of  all 
the  parties  to  the  controversy,  the  complainants 
included.* 

The  verdict  of  the  experience  of  the  countries  of 
Continental  Europe  and  of  Australia,  as  well  as  the 
verdict  of  the  experience  of  the  United  States,  under 
both  the  federal  Interstate  Commerce  Commission 
and  the  several  State  commissions,  is  unmistakable. 
It  is  impossible  for  the  State  to  conserve  and 
promote  the  public  welfare  by  intervening  in  the 
regulation  of  railway  rates,  beyond  the  point  of 
seeking  to  abolish  secret  personal  discriminations, 
guaranteeing  that  all  rates  shall  be  reasonable  per  se, 
and  providing  that  those  rates  which  involve  the 
question  of  relative  reasonableness  shall  embody 
compromises  which  were  made  with  intelligence  and 
in  good  faith. 

♦  Th€  Boston  and  Albany  Railroad  Co,  v.  The  Boston  and  Lowell 
Railroad  Co.,  et  al.^  in  Interstate  Commerce  Reports^  Vol.  I. 
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of,  358-^z 

Australia,  189-900;  railway  competition  in, 
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Bond,  H.  L.,  Jr.,  0 


bjr  way  of  Hamburg 


and  other  porta,  y 

trade  of,  deatroycd,  31  j 
Itreilau,    Kiyet   freighi   fmin,    id   Bci 
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haulage  charge,  30;  rates  that  would  tend 
to  make  a  common  market,  33;  trade  of, 
with  Holland  by  water,  39;  stringent 
measures  against  cattle  and  hogs  from 
Austria-Hungary,  X37;  checkmated  by 
Hungarian^  statesmen,  X39;  establishes 
the  Levsmt  tariffs,  X40;  iron  industry  of, 
and  that  of  United  States,  a68,  374 

Germany,  Indtutrial,  dependent  on  water- 
ways, 5x;  development  of,  96-7:  com- 
petition in  the  world's  market  vital  to, 
98:  agrarians  opposed  to,  xo6 

Government  control  in  France  results  in 
inelastic  rates,  X35 

Govenmient  control  in  Prussia  concentrates 
trade  and  population,  60,  74 ;  means  dis- 
tance tariff,  90 

Government  regulation  in  Russia  drives 
traffic  to  waterways,  x8a 

Government-made  rates,  effect  of,  454-6; 
would  restrict  competition  and  trade,  469 

Governments  of  Europe  refuse  to  promote 
interstate  commerce,  45X 

Grain,  Haulage  charges  on,  reduced  for 
Rhine  Provinces,  6:  opposition  in  Sax- 
ony, 6-7;  limit  of  carriage  by  rail  for 
home  consumption,  8;  how  Ruhr  dis- 
trict is  supplied  with,  8-9:  higher  duties 
on,  could  not  be  granted,  xxx;  elevator 
at  Baltimore  reduces  cost  of  handling, 
833;  amount  of,  shipped  from  Chici^o, 
Duluth  and  Superior,  946  n;  handling 
of,  in  Chicago,  347;  grown  south  ex- 
ported by  way  of  Gulf  ports,  950:  factors 
controlling  farm  price  of,  855 ;  Interstate 
Commerce  Commission  discriminates 
against  trans-Mississippi,  394 

Grain  markets,  primary,  of  the  United 
States,  The  ten  most  important,  980: 
divisifMi  of  traffic,  a8x-9;  adjustment  of 
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rates,  289-3:  of  prices,  284;  jobbing  and 
trading  centres,  288 
Grain  of  eastern  'Europe,  Rates  for,  133- 
5;    how  it  finds   its  way  to   Gennany, 

X44-5 

Grain  rates.  Sectional  interest  and,  5:  spe- 
cial, removed,  35;  in  Northwest  decline 
through  rate  war,  94a;  to  seaboard  from 
west  of  the  Mississippi,  950 

Granger  legislation  in  Wisconsin,  943 

Great  Lakes  outlet  for  Wisconsin  and 
Minnesota  to  Atlantic,  949;  tonnage  of 
American  vessels  on  the,  944  n 

Group  rates  build  up  largest  creamery  in 
the  world,  388;  extended  to  southern 
truck  farmers,  390:  condemned  by  Q>m- 
mission  in  Northwest,  393 

Gulf  ports  handle  trade  of  Central  West 
and  Southwest,  949:  growth  of,  340,  349; 
securing  export  business  of  grain,  499: 
have  advantage  of  Chicago  and  Atlantic 
ports,  430 

Hamburg,  The  sugar  trade  at,  19-13 ; 
traffic  of,  with  Upper  Elbe  territory,  41  n, 
49  n:  with  Austria>Hungary,  43;  sugar 
and  freight  shipped  from  Breslau  to,  44  M : 
traffic  with  Upper  Silesia,  46  n;  makes 
larger  trade  connections  with  Austria- 
Hungary  than  Bremen,  57;  outstripping 
all  rivals,  68:  opposed  the  canal,  105 

Harvesting  excursions  and  their  benefit  to 
the  peasants,  16 

Haulage  charge,  3;  difficulty  of  adjusting 
unit  of,  4;  petition  to  reduce,  on  grain 
denied  in  1888  in  Prussia,  5;  reduced  in 
1891,  5-6;  restored,  7 

Hepburn  committee  to  investigate  railroad 
mismanagement,  937;  report  of,  926  n; 
indorses  spirit  of  local  interest,  230 

Hines,  Walker  D.,  on  Commission's  order 
regarding  rates  to  southern  points,  426-8 

Holdzkom  v.  Michigan  Central,  Opinion  of 
Commission  in,  357 

Hungary,  Discrimination  by  Railway  De- 
partment of,  against  Austrian  manufac- 
tures, 137;  makes  railway  rates  a  tariff 
barrier,  137 ;  traffic  density  on  the  rivers 
of,  151;  of  the  railways,  151-2;  unable 
to  meet  competition  in  the  markets  of 
western  Europe,  152-3;  markets  for  the 
oak  timber  and  prunes  of,  155-6 

Illinois  Central  and  other  roads  endeavor  to 
develop  Gulf  ports,  349;  terminal  facili- 
ties in  New  Orleans,  95a;  answer  of,  to 


order  of  Intentate  Commeroe  rvwm^. 

sion,  336 
Illinois   Sute  Railroad  Commtnion  fixes 

rates  to  protect  Illinois  jobbers,  935 
Imports  and  exports  of  the  ooontriei  of  die 

worid,  95  n;  of  Germany,  97  n 
Industrial  readjustment  aided  by  railway^ 

•07 

Industries,  Southern,  encouraged  by  low 
rates,  304-6 

Industry,  Westward  trend  cS^  qppoaed,  405; 
irresistible,  409- xo 

Interstate  Commerce  Commission,  The, 
disapproves  basing-point  system,  197: 
versus  the  western  farmer,  958;  unsound 
reasoning  of  the,  960:  versus  interior 
jobbing  points,  295-7;  decisions  of  the, 
3x9-439;  ordered  discriminating  rates  re* 
moved,  322-3;  characteristic  attitude  of, 
323;  order  set  aside  by  decision  of  Su- 
preme  Court,  326:  versus  Philadelphia, 
Baltimore  and  New  Orleans,  326-9:  de- 
cision of  Supreme  Court  against  the, 
329-37;  order  in  effect  a  law  of  wide 
import,  335 ;  answer  of  Illinois  Central 
Railway  Co.,  336;  of  Pennsylvania  Rail- 
road Co.,  336-7;  ordered  to  inquire  into 
rates  on  import  and  domestic  traffic,  337  - 
41;  versus  the  western  farmer,  342-5; 
takes  little  cognizance  of  development  of 
resources,  trade  and  industries,  346-7; 
its  theories  of  social  progress  condemned, 
347-8:  its  doctrine  of  adjustment  of  rail- 
way rates,  351;  opinion  on  Central  Ver- 
mont Railroad  Co.'s  rate  to  Detroit  and 
local  rates,  352  7 ;  reversed  by  the  Su- 
preme Court,  356;  unwilling  to  take  hold 
of  troublesome  problems,  356-8:  advo- 
cates a  yardstick  adjustment  of  railway 
rates,  362;  rates  to  Troy,  Ala.,  held  to 
be  relatively  unjust,  364;  ruling  rerersed 
by  the  courts,  365-71 ;  order  on  rates  to 
Chattanooga  and  Nashville,  373;  over- 
ruled on  basing-point  system,  378-9: 
versus  Louisville  and  Nashville  Railroad 
Co.,  379;  tries  to  preserve  monopolies 
duu  to  location,  381-7:  broke  up  group 
rate  on  milk  for  New  York,  38a ;  effect  on 
one  railroad,  387;  on  the  Mobile  and 
Ohio's  group  rate  on  vegetables,  390-2; 
on  the  Northern  Pacific's  group  rate  on 
wheat,  393-4;  discriminates  against  trans- 
Mississippi  grain,  394-5;  opens  Pandora's 
Box,  397-439:  orders  rates  changed  for 
Duluth  and  Minneapolis,  399-401:  fails 
to  settle  contest  between  Milwaukee  and 
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Minneapolis,  403-5:  orders  for  and 
against  geographical  position,  407,  409: 
ruling  on  carriage  of  salt,  4x0-13;  on  dis- 
tance tariflf  on  iron  and  steel  and  other 
commodities,  4x7-8;  not  sustained  in 
courts,  4x8;  ruling  on  distance  rates 
offends  Pacific  coast  interests,  430-3;  in 
the  Maximum  Rate  Case^  424;  order 
on  rates  from  Cincinnati  and  Chicago  to 
southern  points,  435-31;  assumption  of 
dispensing  power,  43X-6;  on  the  milling 
interests  of  Texas,  431-3;  asks  for  more 
power,  465,  468-70.  See  also  Introduce 
tion 

Intra-State  railway  rates,  nude  by  State 
commissions  south  of  the  Ohdu>  and 
Potomac,  935 

Iowa  State  railroad  commission  fixes  rates 
to  protect  State  interests,  335;  on  the 
pork-packing  industry,  407-8 

Iron  Gate  canal,  149 

Iron  industry.  History  of  the,  968-78: 
shifts  from  East  to  West,  969:  new  cen- 
tres on  Lake  Superior  and  in  South,  371; 
ore  goes  to  coal  or  coal  meets  ore,  273 

Iron  ore  fashioned  at  Chicago,  Joliet  and 
Milwaukee,  3i3 ;  from  Cuba  manufactured 
near  Baltimore,  376 
•  Iron-producing  regions.  Jealousy  of  com- 
peting, keeps  rates  from  being  reduced, 
33-3, 35;  opinion  of  Baron  von  Stumm  on, 
36 ;  block  action  by  the  Government,  38 

Iron  traffic  from  Alsace-Lorraine  to  the 
Ruhr,  34,  38;  by  water  and  rail  to  Ruhr, 
38 

Jencke  on  reduction  of  railway  rates,  ao-3, 
34-6;  chairman  of  Executive  Committee 
of  Krupp  and  Co.,  31 
Jobbers,  Rise  of.  in  interior,  335 
Jozon,  Mr.,  against  railways  lowering  rates, 
X3X 

Kansas  City  a  primary  grain  market,  380; 

a  market  for  poultry  and  dairy  products, 

384 ;  for  cattle,  385-6 
Kansas  City,  Pittsburg  and  Gulf  Railroad, 

Successful  struggle  of,  for  share  in  traffic, 

31X-X3 

Laborers  and  the  renien-gHtter^  X6-X7; 
movement  of,  to  Rhenish  Prussia  and 
Westphalia,  18;  wages  in  the  Ruhr  dis- 
trict, 18  N ;  Buchenberger  on  migration 
of,  19-30 

Laborers'  return  passenger  tickets,  16-17; 


objected   to,  by  landed  aristocncy  and 

withdrawn,  17;  issuing  of,  questionable 

public  policy,  90 
Lespinau,  M.  de,  on  the  railway  rates  of 

France,  130 
Leutenot,  or  scarcity  of  labor,  z8 
Liberal  Party,  The,  and  the  carnal  billst  Z07 
Lincoln  creamery  made  possible  by  group 

rates,  388-9 
Live  stock.  Supply  of,  for  the  United  States, 

985;  competition,  385-7 
Liverpool,  Price  of  wheat  falls  off  in  1898, 

354:  world's  market-price  established  at, 

355;  adjustment  of  American  farm  prices, 

to  prices  at,  384 
Local  interests.  The  conflict  of,  3-33 
Localization  of  trade  and  industry,  30 
Location,   Equalizing  advantages  of,    im- 

possible,  435 
Long-  and  short-haul  principle  violated  by 

basing-point  system,  197 
Long-and-short-haul  clause  of  Act  to  Regu- 
late Commerce,  995;    discussed,  349-79; 

demand  for  amendment  of,  466-8;  Judge 

Cooley  on,  470-9 
Longer  haul,  When   competition  justifies 

lower  rate  on  the,  371-8 
Lumber,  Established  rates  on,  4x4-6 
Lumber  industry.  Competition  for  markets 

and  rates  in  the,  387-8 

McGovem,  Mr.,  on  adjustment  of  rates, 
30X  3 

Magdeburg,  Chamber  of  Commerce  of,  in 
sugar  dispute,  X4 

Mannheim,  a  great  trade  centre,  57;  most 
important  wheat  market  of  continental 
Europe,  58;  takes  coal  from  Ruhr  dis- 
trict by  way  of  the  Rhine,  58 ;  total  freight 
receipts  at,  59;  an  extreme  example  of 
local  discrimination,  60 

Manufacturers,  American,  have  advantage 
over  foreigners  in  home  market,  340; 
going  to  the  Orient,  415-6 

Manufacturers'  and  Producers'  Association 
of  California,  Resolutions  of  the,  431-3 

Manufacturers  in  Melbourne,  Sydney  %xA 
Adelaide  oppose  decentralization,  900 

Market,  German,  Response  of,  to  reduc- 
tions in  cost  of  transportation,  149 

Markham,  M.  C,  on  adjustment  of  rates, 

30a  4 
Melbourne,  Tapering  rates  favor  merchants 

in,  194,  300 

Merchandise  and  manufactures,  W»t-bound 

traffic  in,  988-90;  trade  with  the  South  in. 
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■waided  to  the  Atlantic  aeaboaxd,  307; 
dUtribtttioa  of  eastern,  over  the  West, 
310-13 

Merchants  and  manofiictuien,  German, 
Industry  of  the,  89 

Mileage,  Percentage  of  total  raalwsj,  of 
United  States  in  hands  of  receivers,  908  N 

Mileage  rates  in  Texas,  336 

Milk  and  cream.  Group  rate  on,  shipped  to 
New  York,  381-7 

Milk  Producers'  Protective  Association, 
Complaint  of  the,  381-s 

" Milling  in  transit"  rates  in  Australia,  199 

Milling  interests  of  Missouri  and  Kansas 
r.  Texas,  431-9 

Milwaukee  a  primary  grain  market,  s8o 

Milwaukee  and  Minneapolu,  Commission 
orders  rates  hctween,  icadjusted,  403; 
without  result,  404-5 

Minneapdis  a  primary  grain  market,  980; 
alarmed  at  prosperity  of  Duluth,  ^7; 
complains  of  rate  discrimination,  398-9: 
natural  advantages  of,  399:  asks  that 
Commission's  order  be  not  enforced,  40a 

Miquel,  Mr.  von,  on  rates  under  Sute  own- 
ership, 90:  on  canals,  99:  opposes  reduc- 
tion in  railway  rates,  and  compensations, 
103-3:  on  second  canal  bill,  its:  resigna- 
tion, Z15;  on  one  common  head  for  rail- 
ways, XX  5-6 

Mobile  and  New  Orieans,  Rates  to,  300-1, 
30a 

Mobile  and  Ohio  Railroad  Co.  applies  group 
rates  to  vegetables,  389-90:  the  Commis- 
sion on  the,  391-a 

Montgomery,  Ala.,  a  trade  centre  or  basing- 
point,  364,  367;  rates  to,  controlled  by 
water  rates,  368 

Montgomery  and  Selma,  Rates  to,  303,  303 

Montreal,  Railroads  from,  make  discrimi- 
nating rates  on  imports  for  interior,  336-7 

Morrison,  Commissioner,  on  the  milling 
interests  of  Texas,  433-6 

National  Railway  Council,  Composition  of 
the,  ax  N,  35 ;  reported  in  favor  of  lower 
rates  on  Saar  iron  ores  to  Ruhr  district, 
37 :  demanded  reduction  of  rates,  74-5 

Nationalization  of  railways  to  abolish  dis- 
crimination, 65 

"Natural  rights"  to  trade,  315-7 

New  Orleans,  Exports  of  wheat  and  com 
from,  349  n:  demands  distance  tariff  on 
cotton,  363-4:  Cotton  Exchange  com- 
plains of  floating  cotton,  365:  railroad 
rates  to  and  from  St.  Louts  fixed  by  die 


Misaisaippt  River,  jon:  from  Chicagoaad 

other  points  to,   303-41 

rates  oo  unports  for  interior,  3a8 
New  Sooth  Wales  refvaea  to 

way  lines  with  Vicloriaa  Unes,  193 
New  York  Board  of  Trade,  Report  ef  a 

committee    of,   oa    the    Qoarlea^Cooper 

BUI,  4*3-5 

New  York  Central  attacked  by  Aati-Moaop- 
<rfy  League,  aai :  carries  grain  for  i|  mitti 
per  ton-mile,  951 

New  York  Gty,  Opposition  di,  to  sharing 
export  and  import  trade  with  other  cities, 
191 ;  protests  against  rise  of  Philaddphia 
and  Baltimore,  asi :  againaf  interior  job- 
bing centres,  934;  long  export  ssoaopoly 
makes  tdls  high,  933:  vertms  die ' 
larmer,  390;  sup|dy  of  milk  and 
to>  381--7:  group  rate  on,  381;  rate  00, 
3&a:  the  "  natural  demand  **  most  not  be 
exceeded,  385-6 

New  York  Produce  Exchange  ^yplied  to 
Intersute  Commerce  Commissioo  for 
relief,  39X:  unsound  argument  of  the, 
334 

New  York  State  formers  and  lumber  dealers 
demand  disUnoe  tariff  against  the  West, 
337 

Nbrdling,  Mr.,  on  canals  in  Austria,  x6i 

Northern  Pacific  Railroad  made  group  rate 
on  wheat  shipped  to  Portland,  Ore.,  393; 
broken  up  by  the  Commissioo,  394 

Oder,  The,  relieves  Silesia,  46 

Omaha,  a  cattle  market,  985-6:   dii^fawrg* 

and  rates  from  five  cities  to,  4x5  n 
Ownership,  Sute,  means  rates  under  hard 

and  Cast  rules,  90 

Pacific  coast,  Chicago  and  St.  Louis  vertms 
the.  314-8 

Pacific  Coast  Jobbers'  Association  claims 
the  trade  of  the  Pacific  coast,  316-7, 
419-30 

Panama,  Isthmus  of,  value  of  merchandise 
shipped  from  New  York  to  San  Frandsco 
via  the,  3x4  N 

Penaliring  rates  in  Australian  colonies,  X93 

Pennsylvania  Railroad  Co.,  Investigating 
committee.  305:  extends  to  Chicago,  9x9; 
answer  of,  to  order  of  Interstate  Com- 
merce Commission,  336-7 

Petroleum,  Bremen  loses  trade  in,  to  Hant- 
burg,  54:  shipped  by  rail  from  Bremen 
to  Austria  and  Saxooy,  55  M :  charges  for 
carriage  from  Hamburg  to  other  points, 
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•ad    MMUllwtMi   96  Mi    MipOItt   off   MIO 
BaaiaaiA,  149 
PikilMklpiua,  BttkMMff*  Mid  Ntw  OrlcMM. 
R«»lr«MiW  ol.  aukc  dttcnauaaiiag  rate* 
Ml  IfnglM  horn  E«f<op«  lor  iW  isMnor, 

nuladrlphui  ooaipMn  lor  gram  trad*,  *I9; 
diCtrtaUAlt  allowed  to,  990 

Kg  iroa,  Traa«portalM»  clMtfgm  tf  p«r 
vtm  of  coal  of  aMkiaf,  ti;  at  agaiiMt  10 
pn  c«ai  n  Faglaad,  wy  aad  n:  product 
of.  n  Rukr  aad  Saar  dulncto,  tM:  ui 
Graac  Brtiam,  c;«naaa7  aad  Uw  UaMod 
MaiTft,  9);  «  Ruhr  dMrtct  ami  SaIcma, 
•oD.  wrmaa  m,  of  Middia  Wcat  and 
Nuatk.  »7i 

PfeRtlMrg  ■  ■wrktt  fsr  iKMluy  aad  dairy 
pnalMCU.  at^ 

MttKt  aad  radway  rtwaaa  m  Pnuaaa, 
ji .  aad  like  inHMportatioo  qucaunoa,  107. 
■a  raiivajr  maaafcaMai,  116-7:  A 
■at  ualikc  (vcrsaa.  tjt 

t^fpwlalh-«.   (Vrcnuacni    coatiol    r 
irairs  Ht.    lactaaa*  of,  9^-97  w,  9!;    w 
ikc  Weal.  XH 

Pkwk-|MilitBc  at  Omago.  «o)  7,  409.  at 
Mik*"vn  Ritvr  (v«ntt   #^7-9 

|\ift  datfrrvntiaU,  4ai>-t.  the  CnauBaMioa 
oo.  44t-«.  iHc  H.'ttifm  fiermld  oa,  44'*7 

^Mra.  How  grata  mv§  g«>  froM,  to  ibc 
Rakr  (itittiLi,  t-v.  kow  the  au(ar  cmp 
of.  w«wi  to   atatkn.   dm.    Chamhcf  nf 

I  aaamtg  of.  oa  the  f.aUiaa  oU  ftchli. 

•«i 
P-iUa<*  aiaap  rairft  la  Teaaa.  t|6 
Pewhry.   rcga   aod   dairy   prtidvcta,   Rawa 

aad  |>ri-.e«  nf.  adtuuctl.  *!«-) 
FtvfrrrfiTijJ  ratr«  m  AutiraUa.  i<^ 
i'nvatr  (.  ^paaieft  Uboraiifo  Austnaa  prac- 

IK*,  t  «^ 

pMhlctt  ^  raUway  raw*.  Wm.  449  ^ 

Pi  «lH'rr«.  I^rgc.  tiprraic  owa  Ireight  ««a- 

avU.  «4 
Pr-«dii« tft «.  InHial  cnal  of.  ridwtod.  9I 
Pt-iAift.  railway.  Siidfaa  aad  mkat  iactu* 

Ati«at   4.  ^i 
Pt  gt«M.    Tnimta    agaiaM    tht    growing 

|tauii    A,  iiA  ^t 
Prrv"^T   «aiurft  diUurhcd  hy  chaagea  a 

if*-W  •Hiiri  anii  i*iftinhulift(  tratrrt.  119 
pr  fr-  •\-r.  an  1  rrc.IatNia  tY  r«tlw«7  rai««,  \ 

Pl    .It.*.       >    »,•     •••       4-     \       <-    ,■    ••*  *        •    >      •■■    J 

II  <A    H-.tdrnl.    «      •»      rrl^tct  t.i   |r   iw>i«r 

1  I 


traSc,  im: 
iht  railway*,  4 JO  • 
Pruaaiaa  GovaraaMat  aawtllHig  to  fivor 
owe  iroa  diairKt  BMira  ihaa  aaoihar,  my^\ 
•hoald  raduc*  haulaga  chargea  oa  all  raw 
■uMcnala,  as-^;  alanaad  at  ttoa  mA  naal 
fro«  Aaarica,  at:  mhar. 
hy  polMKB.  ]]:  haa  triMid  rail* 
waya  aa  a  aowrca  of  rtvaawt,  tf*  is: 
pKMBiaad  aoi  to,  69  70:  dipaailiaca  of, 
apoB    raUway    rc««awt.    i»: 


lui 

Pnauiaa  Railway 
rate*  oa  Ruaaiaa  augar,  ij;  ainhiwhad 
•■port  taprrwg  rairi,  \s.  lahorara'  rttara 
paaaiagri  iKkcu,  t6>7.  laiwtaoad  hy 
Prutaaaa  laadowara,  147 

^utaaaa  radwaya  ooaanlidaiad  is  onAar  to 
piiaaoai  tradt,  jt:  iraAc  camad  at  aa* 
CTptioa  raira.  39.  ia<.hBical  aad 
aituatioa  of  the,  16:  pobtical  nli 
90.  aoi  r«a  oa  haiiacaa  pnariplta,  90: 
aircraga  racaipia  of,  per  loa^aade.  94  w: 
nay  001  charge  icaihia  rata*,  9!:  ooa- 
inhute  Uitle  10  laduairtal  growth,  ft 

Qoarlea  Conper  Ihll,  Report  of  the  Haw 
York  Board  of  Tradt  oa  the,  4a|  5 


Railroad  hoildaig  cacoaragad  hy 

^wt    tysieai,    ift;    ptugiiaa   ia, 

ll67-tA,  ao4 
Radroad*  aukc  iaproveawtMa  hecaaaa  of 

keea  cnapetMioa,  tsa 
Railway  Ad««Mry  Couacd  m  Fiaace,  ia4; 

ivfinad  to  grant 

raiea,   it),    proieai  to, 

lr»w«nag  rate*,  t}i 
Railway  charge*.  KareaM«e.  aai 

traW  HI  Haaihurt,  Braadraharg.  BeriM 

aftd  rpi^rr  Skua.  47 
Railway  earaiaga,  l^tpeadtare  wpoa.iraly 

ctcablwhed.  74.  aet  cara«ag«,  7f-4 
Radway  elicw*Ky,  CoiapetMtaa  far  aMrheta 

proaMte*.  t}t 
RaUway  aMnac««e«t,  Rach  coloay  la  A«a- 

iralia  retaia*  it*  own,  1^1 
Radvay  Bkaaafer*.  Aiaer»aa,  Swcce«a  of, 

m  rettrvtng  plaiea  fiuai  dtaailvaalagea  of 

k<atteMi.  1*1-1 
Railway  oMrn.  t^rwiao.  <  a;aacity  nf,  9» 
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under  by  riTer  craft,  5a;  under  control  oS 
Prussian  government,  66;  Government 
would  not  Ibten  to  reductions  in,  X09-3, 
iia;  public  regulation  of,  means  hard 
and  fast  rates,  laa;  made  tariff  barrier  by 
Hungary,  137 :  adjustment  of,  in  Australia 
stubbornly  contested,  X9a :  decline  in,  on 
wheat,  ao8:  on  grain,  reduced  by  compe- 
tition of  export  cities,  331 ;  erect  barriers 
in  European  trade,  040-1 :  adjustment  of, 
a8o-3i8:  divisions  of  traffic,  a8t-a;  inter- 
dependence of,  30a;  made  by  the  forces 
of  trade  and  commerce,  310;  complexity 
of  the  problem  of,  illustrated  by  the  West, 

Railway  revenue  and  politics  in  Prussia,  71 

Railway  revenue  and  technical  efficiency, 
69  9a 

Railway  systems.  State,  results  of  refusal 
of  cooperation,  133-4 

Railways  as  mere  feeders  to  waterways,  8a ; 
average  receipts,  per  ton-mile,  94  n  ;  para- 
lyzing effect  of  State  ownership  of,  z6x ; 
what  cooperation  would  do  for  those  of 
Germany,  162;  of  New  South  Wales, 
Victoria  and  South  Australia  in  competi- 
tion for  wool  traffic,  189;  regulate  rates 
to  promote  freedom  in  trade,  238  41 ;  the 
first  into  the  West,  310-ij 

Rate  making,  political  versus  commercial, 
86 ;  legislative,  disastrous  politically,  115; 
relation  of,  to  local  interests,  238 

Rates,  babied  on  what  traffic  will  bear,  31, 
37:  how  Germany  would  be  benefited  by, 
32:  special,  on  imported  g^ain  and  flour 
removed  in  Prussia,  35:  freight  rates  on 
the  Rhine,  37;  reduced  on  iron  ore,  coke 
and  coal,  75;  inelastic,  result  of  govern- 
ment control  in  France,  125:  prohibitive 
on  Siberian  wheat,  172:  based  on  relative 
distances,  290;  equal  mileage  rates,  292; 
competitive  rates  to  basing  points,  393; 
tapering  rates,  293 ;  in  territory  south  of 
the  Ohio  and  Potomac,  301  5:  commodity 
rates,  304  6,  314-5;  prohibitory  rates, 
307-zo;  elasticity  of  American,  313; 
export  and  import,  319-48:  lower  rates 
on  products  for  export  than  for  domes- 
tic consumption,  319:  benefit  to  the 
farmer,  320;  eliminate  middlemen, 
320-1;  discriminating  rates  ordered 
remov^,  332-3;  protest  from  the  West, 
335;  discrimination  in  favor  of  im- 
ports destined  for  the  interior,  326-9: 
ordered  stopped  by  Interstate  Commerce 
Commission,  338-9;  bow  controlled  from 


Liverpool  and  LoodoD  to  San  Fnadaco^ 
339-33;   Commisaioa  ordered  to  iaqoiii 
into  rates  oo  import  and  doawadc  liafic, 
337^;  relative,  00  domcgtic  aad  cspoit, 
investigated,  34»-5:  unjust  dtscriaunatiaa 
prohibited,  343-4 ;  diacriminating  mes  » 
important  aid  to  manufacturers  aod  slap* 
pers,    348;    intelligence  of  raihraTS  m 
discriminating,     350-1;     oompetitioa   a 
troublesome  factor  in  rates,  357;  ideal 
railway-rate  practice,  361;   conprontia 
always  imsatisfactory,  363-4;  carrienbot 
judges  of,  364,  369  70,  459;  wbea  lower 
rate  on  longer  haul  is  justified,  371-C: 
rates  on  milk  for  New  York,  381-3;  groop 
rates,   388-94;    discriminating   rates  oa 
com  for  export,  394;  adjustment  of,  on  a 
distance  basis,  399-401;   on  Kansas  and 
Michigan  salt,  410-13;  discussion  of  rela- 
tive reasonableness  of,  413 -ao;  on  lumber, 
414-6:  distance  tariff  on  iron  and  steel, 
4x7;   on  other  commodities,  4x8:   agiu- 
tion  over  transcontinental,  4x8-ao;  dis- 
tance  rates  on   southern   trade,  425-31: 
unjust,   not  numerous,   460-x;   extstiog, 
not  made  in  bad  faith,  461-3;   power  to 
condemn  sufficient,  463:    prompt  relief 
attainable,  464 

Rebates,  Secret,  in  coal  shipments,  63 

Receipts,  Average,  per  ton-mile  on  water- 
way traffic,  49:  on  railways  at  exceptioo 
rates,  51 

Refrigerator  cars,  ai6 

Regulation  of  commerce  by  men,  not  by 
law,  430,  436-9 

Reid,  G.  H.,  on  preferential  and  differential 
rates,  192;  calls  concentration  the  *'  curse 
of  Australia,"  196,  295 

RenteH-^eter,  16-17 

Rcval  shipping  port  on  the  Baltic  for  Sibe- 
rian wheat,  172;  rates  to,  173 

Revenue  railway.  How  disposed  of  is 
Prussia,  69-74 

Rhenish  Prussia,  Contest  for  the  grain  trade 
of,  6-7 :  farther  from  eastern  Germany  ai 
to  trade  than  from  New  York,  xo;  import- 
ing  from  Russia  and  America,  xx 

Rhine  and  Elbe,  Protest  of  sugar  producen 
of  the,  against  those  of  Silesia,  X3-4 

Rhine,  The,  supplants  the  railway,  37-8, 
49;  how  transportation  charges  on,  are 
fixed,  49 

Rhine-Elbe  canal  proposed,  77  n,  79 

Ripley,  E.  P. ,  on  adjustment  of  rates,  363-4 

Rivcrina,  the  great  wool-producing  centre 
of  Australia,  189 
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ai,  to  MUvauImc,  409 

Rvht  dMmct«  How  graaa  (1 
Wt»t  RttMM  goM  10.  t-9.  Um  grcatmi 
coaI.  utM  and  Mwl  producing  r«gioa  ol 
Eoropc,  90  ;  v*au  rwiiicad  ratc»  00  Sam 
iro«  ofc«,  •).  t5.  iron  trsftc  ol  AU«c«- 
LomuM  wtck,  •4;  cImou  for  lower  rmtc* 
•MbUMitMMtl,  t7;  ••mtorjr  MipptMd  with 
Mid  Mod  bjr,  99;  cool  aod  ort  »hip- 
fiooi  iIm,  it;  iocaI  tr«k  of,  99: 
raUrood*  of  iIm.  uaabk  10  haadk  irmAc. 
77.  *7*  99>  P<M>'  cqaqMAcnt  of,  lo  1;  Mr. 
Ti«li  on  Um  coodtuoo  la  the,  Ij-s:  coo- 
i»k.t  btiwo  th«  loduMne*  of  the,  mod 
thorn  at  other  cooim,  io5>^ 

RuoiMtta,  ((rata  frooi  w<»tem,  1)5:  tarilT 
qwarrel  of,  with  Auatna- Hungary ,  i)l. 
fmght  charge*  oo  the  l>anubc  in,  144-5; 
grata  of.  ftwk  its  way  in  (•ermany,  145; 
Catlure  of  lU  cattle  trade  wtth  weatcra 
Eartipc.  14^-7 

Rumaaiaa  farmer.  Coal  to  the,  of  deAcieat 
railway  tcrvKe.  145 

RiMAAa.  i6<-tt.  Stale  coaiml  eaerctaed  in 
two  way»,  tA);  tapenag  rate«  oa  grata. 
t<K4-$.  agrtLultural  latcreut  of  leatral, 
prraoctrd.  tM  7.  rcvtMiio  of  grata  rate*. 
if>-4.  e>|M»rt  uf  graui.  vta  the  lialtK 
porta.  1^:  re<e«ptft  per  ttm-milc,  idt. 
Mr.  dt  Wittc'ft  eHikrtt  tut  the  esp«Ki 
traAc.  170  I.  arguBMot*  of  the  opfMiM- 
laoa.  171 -a.  lapcrtng  rate«  cm  nulvay*. 
Iff  5.  ctMapared  with  t'ntird  State*. 
I77>4.  coaipettuna  of  ratlway*  Un  com- 
awia  markets,  ita.  nrcr  iralfk,  181-5. 
petroleum  uHiuttry  at  Haku,  1^4.  operat- 
mg  cipraae*  <if  railway*  mJucetii,  1I5.  to 
the  latereat  c4  producer*  that  railway* 
•«ip«r««<dt  vaicrway*.  i8j-6.  value  tif 
compeuag  raUway*.  187.  need  of  morv 
ra»)way«,  tit.  paralyie*  the  Siberma 
Radway,  4%* 

Ra*»a,  ComaMntai  iraattea  betaeea  Ger- 
laaay  aad,  tut 

R«M«aa   peaaaat.  The,  and   the  AmerKaa 
farmer.  il>  .   io«dit»<tci  of  the.  i%S-j 

RuMtaa    railway    annageawrat   *how«    tev- 
tat  aal  t*aue*,  165-t 

S«»r  .!i»iriri.  Produvtana  ai  pig  iron  in  thr. 
f*      *  <t<t>li#«    ir-M    An>l    •irvl    !■»    •■••.iiKcni 

n»»«.'    '^'  .-^  '.    tr  *..  r.!   i*jr»  .•n   i.r**     I.  i 

S«    l.«,4>».  M  }.ruaary  grata  akatket.  aa^     a 


market  Cor  potahry  uid  dairy  prodiacta, 
at4;  (or  cattk,  ats  6;  rate*  to  aad  from, 
•90,  joe-)-,  ooateada  for  PacaAc  coaai 
trade.  115-6;  tupplaad  with  vecttables 
ttiKler  group  raiea,  jt^  90 

Sc  Louia  and  Chacafo  ».  the  Pacific  Coaat, 
ji4-« 

St  Paul  aierclmiato  eatahliah  bnuKli  hotaais 
m  Duluth,  a43 

Salt,  Coaaouaaioa'a  rulaag  oa  carnage  of, 
410-ts:  handicap  oa  aali  Cram  MiclHh 
gaa,  4i« 

5^ve.  Transporutaoa  by  the  river,  tyo-i 

Saaoay  oppoaed  10  uperukg  raica  oa  grata 
from  eaatera  Pnaaaaa,  6-7;  coal  miaert 
of,  iaarcd  lavaaaoa  of  Ruhr  coal,  106 

Schul«e^*»«eniu,  Mr  voe,  oa  traaaporta* 
tatw  charge*  ta  Ruaaaa,  1&7 

Scounag  tn  tranait  rate*  in  Aufttralia,  I<|9 

Sectaoaal  coaAacta,  Reappaaraace  of,  m 
Pruaaaa,  104 

Sectaooal  protectioa,  deaire  to  refatahltah. 
m  rtcrmany,  by  laeaaa  of  regulataoa  ol 
nulway  rate*.  )i 

Scnrta  rrfu«ed  raalway  acceaa  to  tbe  M^mm 
Sea.  140-1 .  trade  of,  ahaftmg  to  the  oceaa 
route,  141 .  eaport*  aad  importa  of,  144  5; 
grain  and  taitk  trade  of,  141-7 

Shipper*,  large,  Ihacnminataoa  la  favor  of, 
6a .  have  advaatage  in  water-borae  traAc, 
tA.  aaiall.  have  daAcalty  w  aacaaruig  low- 
cat  rate*.  67 

Shippaag  latercat*  00  the  Dbe  aad  Oder  m 
»ugar  dispute,  14-5 

Sbcna  aroald  reapiiad  to  atamulttt  of  low 
radway  rate%.  irA-^.  aught  be  akada  like 
tbe  W«at  of  the  Waited  Staiea.  177.  the 
crraaacrar*  of  Sibcraa.  1 7t-9 

S^enaa  ohrai,  pr^ibibiiive  rale*  oa.  171; 
»hipp«d  from  Revai  on  the  RaltK.  ir»-i. 
eAiift*  t4»  turn  aKipmtat*  to  AivbaageUh 
oa  the  White  Sea,  174-5.  acreage  of, 
17^-A 

l^leaia.  Tbe  sagar  pmdiKera  of,  aak  far 
tapenag  ratca.  la-).  daapaie  wtib  pn^ 
dwter*  on  the  RKiae  aad  W,l\^,  *f4^ 
aaarket*  of  the  imn  aad  aieel  peodocera 
of.  »^.    relieved  by  (he  ( Nfter.  46 

^mtth.  (t.  W  .  be^tee  Cnaimtiee  oa  !»• 
ter«tatc  ao*l  lOreicn  ('«aaa»er\e.  4*}   5 

Sotial  pri>gre%ft.  Tbe**f»e»  of,  t^r$ma  coada* 

Ni.   (S  •.rftian  '«t«tr«,  «.  «en^meat  c««aer> 

"»-  ..X    .  ^1  »    .!»  '.  .'1-^  i-i*  .»*firt  .if  ibe, 
«.ij>ur«4'<J  by  kr«  raiea,  >>*«-4 
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Soatheni  Pacific  Raflwaj,  cot  rates  oo  un- 

porti  from  Europe*  3a8 
Southern   Trade,    Central  West   demands 

distance  tariff  for,  431-31 
Special  rates   on  German  coal  to  Dutdi 

portt,  37 
Special  tariff  III  traffic  in  Prussia,  36  m; 

receipts,  50-1 

Spencer,  Samuel,  on  Commission's  order 
regarding  rates  to  southern  points,  498 

State  railway  commissions  apply  principles 
of  protection,  935,  938;  disr^ard  claims 
of  neighboring  states,  939 

Steel  and  iron  markets.  International, 
United  States  not  considered  a  competi- 
tor in  the,  96;  table  of  production  of 
steel,  96  N 

Sterne,  Simon,  champions  the  doctrine  of 
advantage  of  proximity  to  market,  918: 
00  the  rights  of  New  York  City,  399, 999: 
on  transportation  charges,  933:  Simon 
Sterne  and  his  doctrine  from  the  Middle 
Ages,  381 

Stettin  V.  Hamburg,  43:  losing  trade 
to  Hamburg,  44 :  sugar  and  freight 
shipped  from  Breslau  to,  44  n;  proposed 
government  remedy,  45  :  export  trade  of, 
ruined,  133 

Stumm,  Baron  von,  in  the  Reichstag,  on 
the  conflicts  of  sectional  interests,  96: 
the  great  rival  of  the  Krupps,  96 

Sugar  rates,  Conflict  over,  zx;  reduced  on 
railways,  51 

Sugar  tnde  of  Hamburg  and  Bremen,  54 

Sugar  traffic  from  Breslau  by  river,  44  n 

Supreme  Court  of  the  United  States  on  the 
Act  to  Regulate  Commerce,  xiv-xvi ;  opin- 
ion in  Texas  Pacific  Railroad  Co.  v.  The 
Interstate  Commerce  Commission,  399-37, 
343:  reversed  decisions  of  the  Commis- 
sion, 347-8;  overrules  the  Commission, 
356;  on  competition,  365-6;  on  a  lower 
rate  on  a  longer  haul,  371-8;  upheld 
basing-point  system,  378-9;  its  doctrine 
of  railway  rates,  458-9 

Surpluses,  Prussian  Railway,  to  be  paid 
into  a  sinking  fund,  69;  application  to 
current  expenses  made  legal,  71;  heavily 
drawn  on,  74;  danger  of  falling  off,  100 

Sjrmpher,  Mr.,  on  cost  per  ton-mile  to  han- 
dle long-distance  traffic  by  water,  isi 

Tank  cars  for  oil  receive  special  rates,  55 
Tank  vessels  on  Rhine,  Elbe,  Oder,  take 

petroleum  traffic  from  railways.  55 
Tapering  rates  in  France,  4,  195-6;  oppo- 


fitioa  to,  in  Germaaqr*  ##  -St  3s:  appBcd  in 
Prussia,  6;  diacontinoed,  7;  called  for, 
by  sngar  manuCactuierSy.  x»-3 ;  csiab' 
lished,  15:  cause  conflicts  of  tTtfrmfl 
interests,  96;  benefits  of,  39;  coocentnte 
trade  in  seaboard  cities,  194;  railways  m 
United  Sutes  began  with,  196 

Tariff  barrier  made  by  railway  rates  in 
Hungary,  137:  against  American  wheat 
in  European  cities,  aia 

Tariff,  Protective,  on  grain  in  Germany, 
zo-iz;  00  iron  ore  to  hamper  domestic 
iron  interests,  976 

Taussig,  Professor,  oa  work  of  railway  in 
iron  industry,  974:  on  tariff  oa  iron  ore, 

«77 
Terminal  charge,  3-4 

Texas  Pacific  Railroad  Co.  v.  The  Inter- 
state Commerce  Commission,  Decision  of 
Supreme  Court  in,  399-37,  343;  answer 
of  the  company,  399-31 

Texas  seeks  indirectly  to  regulate  interstate 
commerce,  966;  milling  interests  of,  pro* 
tected  by  a  differential,  431-6 

Texas  State  Railroad  Commission  pro- 
tects State  interests,  936:  complains  of 
low  rates  on  cotton  to  Atlantic  ports,  966; 
changed  interstate  rates,  438-9 

Thielen,  Mr.  von,  on  tapering  rates,  7-8 

Thomas-proceas  iron  produced  moi«  che^>ly 
in  Ruhr  than  in  Silesia,  30 

Thurber,  F.   B.,  and    the   Anti-Monopoly 

League.  38x 

Timber  and  lumber,  Eastern  provinces  with 
difficulty  find  a  market  for  their,  loi ;  V. 
Kurs  on  shipment  of,  xoi  n;  river  car- 
riage of,  from  Hungary  to  Bavaria,  151 ; 
marketing  of,  a  question  of  transportation 
charges.  153-4:  limited  market  for  Bohe- 
mian and  Carpathian,  in  Germany,  154-5 

Todt,  Mr.,  on  the  iron  traffic  from  Alsace- 
Lorraine  to  the  Ruhr,  and  what  it  might 
be,  94;  argument  of,  in  favor  of  canal 
proposals,  77-80:  on  railway  rates,  83-5 

Trade  and  Industry,  Localizarion  of,  30; 
in  United  States  fostered  by  basing-point 
system,  197 

Trade,  Government  control  concentrates, 
60;  rivalries  among  the  colonies  of  Aus- 
tralia, 190  ;  menace  to,  implied  in  regu- 
lation of  competition,  413 

Traffic,  Long-distance,  needs  development, 
in  Germany,  36;  distribution  of.  between 
railways  and  waterways,  37,  48  n;  table 
of  Prussian,  37  n:  between  Hamburg  and 
upper-Elbe  territory,  41  n,  4a  m  ;  between 
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